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WSR 22-09-036
PROPOSED RULES
LIQUOR AND CANNABIS

BOARD
[Filed April 13, 2022, 11:00 a.m.]

Original Notice.

Preproposal statement of inquiry was filed as WSR 21-22-042.

Title of Rule and Other Identifying Information: Chapter 314-55
WAC. The Washington state liquor and cannabis board (board) proposes
amendments to modernize existing rule, and proposes a new rule section
in response to recommendations of the social equity in cannabis task
force, and requirements of RCW 69.50.335. The proposed rule amendments
also implement 2SHB 1210, chapter 16, Laws of 2022, effective June 9,
2022, that changes the word "marijuana" to "cannabis" throughout Wash-
ington state law:

Chapter 314-55 WAC: Amendments to Existing Rule

Amended WAC 314-55-015 General information
about marijuana licenses.

Amended WAC 314-55-020 Marijuana license
qualifications and application process—
Licensing change requests.

Amended WAC 314-55-040 Marijuana applicant or
licensee background checks.

Amended WAC 314-55-045 What marijuana law or
rule violation history might prevent an
applicant from receiving a marijuana
license?

Amended WAC 314-55-050 Reasons the WSLCB
may seek denial, suspension, or
cancellation of a marijuana license
application or license.

Amended WAC 314-55-055 Marijuana retailer
license forfeiture.

Amended WAC 314-55-070 Process if the WSLCB
denies a marijuana license application.

Amended WAC 314-55-079 Marijuana retailer
license—Privileges, requirements and
fees.

Amended WAC 314-55-082 Insurance requirements.

Amended WAC 314-55-110 What are my
responsibilities as a marijuana licensee?

Amended WAC 314-55-120 Ownership changes.
Amended WAC 314-55-125 Change of location.
Amended WAC 314-55-137 Receiverships.

Chapter 314-55 WAC: New Sections Related to
Establishing the Social Equity in Cannabis Program

New WAC 314-55-570 Social equity in
section cannabis program.

Hearing Location(s): On May 25, 2022, at 10:00 a.m. In response
to the coronavirus disease 2019 (COVID-19) public health emergency,
the board will not provide a physical location for this hearing to
promote social distancing and the safety of the citizens of Washington
state. A virtual public hearing, without a physical meeting space,
will be held instead. Board members, presenters, and staff will all
participate remotely. The public may log in using a computer or de-

Certified on 4/28/2022 [ 1 1] WSR 22-09-036



Washington State Register WSR 22-09-036

vice, or call-in using a phone, to listen to the meeting through the
Microsoft Teams application. The public may provide verbal comments
during the specified public comment and rules hearing segments. For
more information about board meetings, please visit https://
lcb.wa.gov/Boardmeetings/Board meetings.

Date of Intended Adoption: Not earlier than June 8, 2022.

Submit Written Comments to: Katherine Hoffman, Policy and Rules
Manager, 1025 Union Avenue, Olympia, WA 98501, email rules@lcb.wa.gov,
fax 360-704-5027, by May 25, 2022.

Assistance for Persons with Disabilities: Contact Anita Bingham,
ADA coordinator, human resources, TTY 711 or phone 1-800-833-6388, fax
360-664-9689, email anita.bingham@lcb.wa.gov, by May 18, 2022.

Purpose of the Proposal and Its Anticipated Effects, Including
Any Changes in Existing Rules: The purpose of this proposal is to es-
tablish the social equity in cannabis program as described in RCW
69.50.335, concerning cannabis retailer licenses, and to implement RCW
69.50.336. These proposed rules create a regulatory framework for the
distribution of licenses that are currently available from cannabis
retailer licenses that have been subject to forfeiture, revocation, or
cancellation by the board, or cannabis retailer licenses that were not
previously issued by the board, but could have been issued without ex-
ceeding the limit on the statewide number of cannabis retailer licen-
ses established by the board before January 1, 2020. The proposed rule
amendments also implement 2SHB 1210, chapter 16, Laws of 2022, effec-
tive June 9, 2022, that changes the word "marijuana" to "cannabis"
throughout Washington state law.

Reasons Supporting Proposal: E2SHB 2870, chapter 236, Laws of
2020, codified as RCW 69.50.335 and 69.50.336 found that in the inter-
est of remedying harms resulting from the enforcement of cannabis-re-
lated laws in disproportionately impacted areas, creating a social
equity in cannabis program will further an equitable cannabis industry
by promoting business ownership among individuals who have resided in
areas of high poverty and high enforcement of cannabis-related laws.
The social equity in cannabis program is authorized by RCW 69.50.335
and 69.50.336 and consistent with these statutes, offers assistance to
individuals most directly and adversely impacted by the enforcement of
cannabis related laws who are interested in starting cannabis business
enterprises.

Statutory Authority for Adoption: RCW 69.50.342 and 69.50.335.

Statute Being Implemented: RCW 69.50.335 and 69.50.336; 2SHB
1210, chapter 16, Laws of 2022.

Rule is not necessitated by federal law, federal or state court
decision.

Name of Proponent: Washington state liquor and cannabis board,
governmental.

Name of Agency Personnel Responsible for Drafting: Katherine
Hoffman, Policy and Rules Manager, 1025 Union Avenue, Olympia, WA
98501, 360-664-1622; Implementation: Rebecca Smith, Licensing and Reg-
ulation Director, 1025 Union Avenue, Olympia, WA 98501, 360-664-1615;
Enforcement: Chandra Brady, Enforcement and Education Director, 1025
Union Avenue, Olympia, WA 98501, 360-664-1726.

A school district fiscal impact statement is not required under
RCW 28A.305.135.

A cost-benefit analysis is not required under RCW 34.05.328 be-
cause the subject of the proposed rule making does not qualify as a
significant legislative rule or other rule requiring a cost-benefit
analysis under RCW 34.05.328 (5) (c).
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This rule proposal, or portions of the proposal, is exempt from
requirements of the Regulatory Fairness Act because the proposal:

Is exempt under RCW 19.85.025(3) as the rule content is explicit-

ly and specifically dictated by statute.

Is exempt under RCW 34.05.310 (4) (e).

Explanation of exemptions: This rule proposal implements the so-
cial equity in cannabis program as required by RCW 69.50.335 and con-
sistent with the social equity in cannabis task force recommendations
as described in RCW 69.50.336. This proposal also implements 2SHB
1210, chapter 16, Laws of 2022, effective June 9, 2022, that changes
the word "marijuana" to "cannabis."

The proposed rule does not impose more-than-minor costs on busi-
nesses. Following is a summary of the agency's analysis showing how
costs were calculated. Agencies are required to consider costs imposed
on business and costs associated with compliance with proposed rules.
Agencies are not required under chapter 19.85 RCW to consider indirect
costs not associated with compliance. The agency considered potential
administrative costs that a licensee may incur complying with the pro-
posed rules.

The board applied the North American Industry Classification Sys-
tem (NAICS) codes 453998 for marijuana stores. The industry descrip-
tion for this code is presented in the table below, and can be ac-
cessed at https://www.census.gov/library/publications/2017/econ/2017-
naics-manual.html.

The board applied a default estimated compliance cost when ana-
lyzing whether the rules would have a disproportionate impact on small
businesses as defined in RCW 19.85.020(3). This reflects four hours of
administrative time at $50 per hour, for a total of $200. The agency
assumes this activity would include activities such as completing and
submitting forms to the board, and telephone calls.

0.3% of Avg
1% of Avg Annual Gross
Estimated Annual Business
2017 Industry Cost of Industry NAICS Code Minor Cost Payroll Income
NAICS Code Compliance Description Title Estimate (Threshold) (Threshold)
453998 $200 Marijuana All Other $3,615.53 $3,024.31 $3,615.53
stores, Miscellaneous 2018 Dataset 2018 Dataset
medicinal and | Store Retailers pulled from pulled from
recreational (except ESD DOR
Tobacco
Stores)

As the table demonstrates,

the estimated cost of compliance does

not exceed the thresholds for any of the license types. Therefore, im-
plementation of these rules are not anticipated to result in more-
than-minor costs on businesses as defined in RCW 19.85.020(2).

April 13, 2022

OTs-3706.1

Certified on 4/28/2022

David Postman

Chair
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AMENDATORY SECTION (Amending WSR 18-22-055, filed 10/31/18, effective
12/1/18)

WAC 314-55-015 General information about ((marijuana)) cannabis
licenses. (1) To be issued and maintain a license to produce, proc-—
ess, or sell cannabis at retail, a person or entity applying for a
cannabis license must meet ((eertairn)) all of the quallflcatlons ((Hﬁ—
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) All applicants, licensees, and employees working in each 1i-
censed establishment must be at least ((&Ewenty—erne)) 21 years of age.
No one under ( (twenty—ene)) 21 years of age ((is—attewed—te)) may en-
ter or remain on a ((mariiwans)) cannabis licensed premises except as
provided in RCW 69.50.357.
(3) ((Mineors—restricted signsmustbe postedat—altmeriduans))

Mandatory signs must be conspicuously posted at all cannabis licensed
premises consistent with the requirements in WAC 314-55-086.
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apptieation~s)) The privileges of a board issued cannabis license may

be used only after the board 1ssues official written approval
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+H—The WSLEB—willnot approve any marijuana—tieense)) an appli-

cation for a cannabis license under any of the following circumstan-—
ces:

(a) The proposed cannabis location would limit law enforcement
access without notice or cause, including a personal residence;

(b) The proposed cannabis business would be located on federal
lands;

(c) The proposed cannabis business would be located within the
exterior boundaries of the reservation of a federally recognized tribe
without the express written consent of the tribe consistent with WAC
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located within another business ( (with—the—-exception—of—+the)) unless
that other business is a research license ((eensistent—with)) as de-

scribed in WAC 314-55-073. More than one license may be located in the
same building if each licensee has their own area separated by full
walls with their own entrance, or if the same business entity holds a
producer license and a processor license at the same location under a
single license number. Product may not be commingled.

( (S—FEverymarituana—tiecensee)) (6) The board may impose special
conditions to an approval for a cannabis license. Special conditions
include, but are not limited to, involvement of any former licensee in
the operations of the licensed business, their former employees, or
any person not gqualifving for a cannabis license.
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((

and any additional correspondence

or licenses,
issued by the board describing special conditions

(7) A1l cannabis licensees must conspicuously post and keep pos-

ted its license,
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))

(9)

(

(

sumption of

Cannabis licensees may not allow the con-

cannabis or cannabis-

infused products on or within the licensed premises.
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effective 6/18/16

filed 5/18/1¢,
filed 5/20/15,

§ 314-55-015,

§ 314-55-015,

16-11-110,

Statutory

WSR

effective 6/20/15.

15-11-107,
Authority

69.50.342, 69.50.345.
effective 11/21/13.]

69.50.331,
filed 10/21/13,

RCW 69.50.325,

§ 314-55-015,

13-21-104,

effective

filed 1/6/21,

(Amending WSR 21-02-09¢,

AMENDATORY SECTION

2/6/21)

( (Marijuana)) Cannabis license qualifications and

Licensing change requests.

WAC 314-55-020
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regarding all matters in connection with the

cannabis license application is unique and
license application.
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er—deniatl—of —theapplticatieon—will—Pbe—seoughts)) Cannabis license quali-

fication criteria and application process. To be issued a license, all
cannabis license applicants must meet the gualifications regquired by
the board. The board will verify that the proposed business meets the
minimum requirements for the type of cannabis license requested. The
qualifications and application process for a cannabis license include:

(a) A background check to evaluate whether the applicant gquali-
fies for a license, consistent with WAC 314-55-040 and 314-55-045.

(1) The background check includes completion of a personal and
criminal history form provided by the board. The applicant is respon-
sible for paving all fees required by the Washington state patrol and
the Federal Bureau of Investigation.

(1i) Financiers are subject to background checks equivalent to
that of a license applicant. Financiers are responsible for paving all
fees required by the Washington state patrol and the Federal Bureau of
Investigation.

(b) Inquiry to verify the source of funds used to acgquire an ex-
isting business and start the business, the applicant's right to the
real and personal property, and to verify the true party or parties of
interest.

(c) An inspection of the proposed or currently licensed business
location to determine if the applicant has met all of the reguirements
of the license or proposed changes to the licensed premises.

(d) A residency check to confirm Washington state residency. Un-
der RCW 69.50.331 (1) (b), all applicants applying for a cannabis 1i-
cense must have resided in the state of Washington for at least six
months prior to applying for a cannabis license.

(1) All business entities including, but not limited to, partner-
ships, employee cooperatives, associations, nonprofit corporations,
corporations and limited liability companies applying for a cannabis
license must be formed in Washington state.

(1i) All members, governors, or agents of business entities must
also meet the six-month residency requirement. Managers or agents who
manage a licensee's place of business must also meet the six-month
residency requirement.

(e) Applicants must be current in any tax obligations to the
Washington state department of revenue and other state agencies, as an
individual or as part of any entity in which they have an ownership
interest. Applicants must sign an attestation that, under penalty of
denial or loss of licensure, statements concerning the status of tax
obligations are true and correct.

(f) Operating plan. Each cannabis license applicant must submit
an operating plan outlining required elements for the location as pro-
vided in this chapter pertaining to the type of license being sought.
The operating plan must be submitted using an operating plan template
supplied by the board. The operating plan must also include a floor
plan or site plan drawn to scale that jillustrates the entire operation
being proposed.

Certified on 4/28/2022 [ 8 ] WSR 22-09-036
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After obtaining a license, the license holder must notify the
board's licensing and regulation division and receive prior approval
before making any changes in their operating plan, floor plan, or
both.

(g) If an applicant does not respond to the board's licensing and
reqgulation division requests for information, documentation, or both
within the timelines provided, the application may be administratively
withdrawn, closed or denied.

(2) Certificate of compliance. Consistent with RCW 69.50.331
(8) (e), the board will issue a certificate of compliance if the pro-
posed business premises meets the minimum distance requirements as of
the date the application was received by the board. If the physical
location changes during the application process, the certificate of
compliance will be issued for the date that the premises change was
received by the board. Applicants who were granted licenses prior to
adoption of this rule may operate their business at the location not-
withstanding a later occurring, otherwise gqualifyving minimum distance
factor.

(3) Notice of cannabis license application. Consistent with RCW
69.50.331 the board will send a notice to cities and counties, tribal
governments, and port authorities regarding the cannabis license ap-
plication within the jurisdiction. The local authority, tribal govern-
ment, or port authority has 20 days to respond with a recommendation
to approve the application or an objection to the applicant, location,
or both.

(4) Notice of cannabis license application to tribal governments.
Consistent with RCW 69.50.331, the board will send a notice to tribal
governments when an applicant or licensee proposes to be located with-
in the exterior boundaries of the reservation of a federally recog-
nized Indian tribe. The tribal government has 20 days to respond with
an approval to the application. If written approval is not received
within 30 days, the board assumes the tribe does not consent to the
applicant's location and the applicant must find a new location.

(5) Displaying notice of new cannabis license application or ap-
plication for change of location of an existing licensed business. Ap-
plicants for a new cannabis producer, processor, retailer, transporta-
tion, or research license or those who apply to change their location
must display a notice provided by the board on the outside of the
premises to be licensed notifving the public that the premises are
subject to an application for a cannabis license. The notice must be
posted within seven days of submitting the location confirmation form
for new licenses or the change of location application for existing
licensees. The board may check for compliance with this requirement at
its discretion. The notice must:

(a) Not be changed. The licensee must post the notice sent by the
board without changing the text in any way;

(b) Be noticeably displaved on, or immediately next to, the prem-
ises subiject to the application and in the location that is most like-
ly to be seen by the public;

(c) Be of a size that can be readily seen by the public. At a
minimum these notices must be 8 1/2 x 11 inches;

(d) Be posted within seven business days of the date the notice
is sent to the applicant by the board; and

(e) The notice must be posted for 14 consecutive days.

(6) Application holds and withdrawals. The board may place 1i-
censing change applications made by a licensee on hold if the change
application is reasonably related to an ongoing investigation.

Certified on 4/28/2022 [ 9 ] WSR 22-09-036
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(a) The board may withdraw licensing change applications pending
the results of an adjudicative proceeding regarding a violation of
this chapter. Depending on the outcome of the adijudicative proceeding,
the licensee may reapply for the withdrawn licensing change applica-
tion(s).

(b) Examples of licensing change applications that may be affec-
ted under this subsection include:

(1) Application for additional funding;

(1i) Application to add a medical cannabis endorsement;

(1ii) Assumption of a license;

(iv) Change in governing people, percentage owned, or stock/unit
ownership;

(v) Change of location;

(vi) Expanding plant canopy to maximum allotted;

(vii) Request to change cannabis site or operating plan;

(viii) Request to add a processor license; or
(
(

ix) Splitting a producer or processor license.

7) Industry tracking.

(a) To help the board track employment and personnel trends of
the industry as it continues to develop, the board requests that ap-
plicants seeking new licensure and licensees seeking license renewal
provide the following information:

(b) Emplovee compensation and benefit data:

(1) Whether the applicant/licensee provide a living wage (at
least 150 percent of the state minimum wage) to 85 percent or more of
its hourly employees;

(11) Whether the applicant/licensee will provide health insurance
to at least 85 percent of its hourly emplovees;

(11i) Whether the applicant/licensee will provide a defined bene-
fit pension plan to at least 85 percent of its employees;

(iv) Whether the applicant/licensee will provide five or more
paid sick days annually to at least 85 percent of its employees;

(v) Whether there is a signed labor peace agreement or collective
bargaining agreement with a labor organization in place.

(8) The issuance or approval of a license is not a license for,
or an approval of, any violation of local rules or ordinances includ-
ing, but not limited to: Building and fire codes, zoning ordinances,
and business licensing requirements.

(9) Social equity applicant. A person gqualifying for the social
equity in cannabis program under WAC 314-55-570 may apply for a canna-
bis license consistent with the provisions of this chapter.

[Statutory Authority: RCW 69.50.342 and 69.50.345. WSR 21-02-096, §
314-55-020, filed 1/6/21, effective 2/6/21. Statutory Authority: RCW
69.50.325, 69.50.342, 69.50.345, and 69.50.369. WSR 18-22-055, §
314-55-020, filed 10/31/18, effective 12/1/18. Statutory Authority:
RCW 69.50.342 and 69.50.345. WSR 16-11-110, § 314-55-020, filed
5/18/16, effective 6/18/16; WSR 15-11-107, § 314-55-020, filed
5/20/15, effective 6/20/15. Statutory Authority: RCW 69.50.325,
69.50.331, 69.50.342, 69.50.345. WSR 13-21-104, § 314-55-020, filed
10/21/13, effective 11/21/13.]
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AMENDATORY SECTION (Amending WSR 21-18-125, filed 9/1/21, effective
10/2/21)

WAC 314-55-040 Cannabis applicant or licensee background checks.
(1) The board conducts a background check of a new applicant or for
license renewals to evaluate whether the applicant or licensee quali-
fies or requalifies for a license. The background check includes a
criminal record check through the Washington state patrol and the Fed-
eral Bureau of Investigations database.

(2) Review and evaluation of information produced by background
checks. The board will review the information produced by background
checks to determine whether the applicant or licensee qualifies for a
new or renewed license. Information from the background check may not
preclude approval, but will be considered in determining the appli-
cant's eligibility for licensure.

(3) The board will conduct a threshold review for the following
types of convictions:

Conviction Type Conviction Class Cong(;?reation Determination
Felonies Class A and B convictions 10 years Threshold review if 1 or more
Class C convictions 7 years Threshold review if 2 or more
Misdemeanors Gross misdemeanors and misdemeanors 3 years Threshold review if 3 or more

(a) Active state supervision and active federal supervision re-
sulting in determination of threshold review.

(b) The board will conduct a threshold review of any license ap-
plicant or license renewal i1if the background check indicates that the
applicant or renewing licensee is under active state supervision, ac-
tive federal supervision, or both.

(4) Pending criminal charge review and evaluation. The board will
review and evaluate the applicant or renewing licensee's pending crim-
inal charges. Review and evaluation criteria include, but are not
limited to:

(a) A determination of whether the convictions of pending
charge(s) alone or compiled would put an individual over the convic-
tion allowance above.

(b) The application may be placed on hold for ((aimetsy)) 90 days
and if there is no disposition within ((atmety)) 90 days, the applica-
tion will be withdrawn.

(5) Threshold review evaluation criteria. When a background check
results in a determination for a threshold review, the board will con-
sider the following criteria:

(a) Time since the conviction, or pending offenses;

(b) Nature and specific circumstances of the offense;

(c) Relationship of the offense or incident to the nature of the
work performed;

(d) Number of offenses or incidents;

(e) If criminal, any relevant evidence of rehabilitation, such as
information about compliance with conditions of parole or probation,
including orders of no contact with victims and witnesses, and the in-
dividuals conduct and experience since the time of the offense; and

(f) Any other relevant information, including information submit-
ted by the applicant or licensee, or requested by the board.

(6) Continued reporting. Cannabis licensees must report any crim-
inal convictions to the board within ((£hixrty)) 30 days. New convic-
tions will be considered upon receipt or at the time of renewal.
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[Statutory Authority: RCW 69.50.331 and 69.50.342. WSR 21-18-125, §
314-55-040, filed 9/1/21, effective 10/2/21. Statutory Authority: RCW
69.50.342 and 69.50.345. WSR 16-11-110, § 314-55-040, filed 5/18/16,
effective 6/18/16; WSR 15-11-107, § 314-55-040, filed 5/20/15, effec-
tive 6/20/15. Statutory Authority: RCW 69.50.325, 69.50.331,
69.50.342, 69.50.345. WSR 13-21-104, § 314-55-040, filed 10/21/13, ef-
fective 11/21/13.]

AMENDATORY SECTION (Amending WSR 16-11-110, filed 5/18/16, effective
6/18/16)

WAC 314-55-045 ((What marijuanalaweor rule—violation histery
m&ght—preveﬁt—aﬁ—applieaﬁt—frem—feee&v&ag—a—mafiﬁuaﬁa—lieeﬁseﬁ)) Can-
nabis license applicant administrative violation review. (1) The
((WSEEB)) board will ((econduet—an—investigation—of att—appticants’
mafi&Haﬁa—%aw—ef—fH%e—admiﬁis%fa%i%e—%ie%a%ieﬁ—his%efyv—¥he—WSL€B—wi%%
rot—Rormatty—Tssue—a marituana—+ieense—te)) determine if a cannabis
license applicant has been issued any administrative violations under
this chapter.

(2) The presence of administrative violation history will not re-
sult in automatic application denial, but will be considered in deter-—
mining the applicant's eligibility for licensure. The board will not

normally issue a cannabis license to a person, or ((¥e)) an entity
with a true party of interest violation, ((whe—has)) or a person with
the following violation history ( (;—er—+te—any perseon—whohasdemonstra—
ted—a—pattern—ofdisregardfortaws—er—rulres+)) within the following
periods of consideration:
(MielationType X . .
(see WAL 314-55-515) Period-of- Consideration
- - : —
H*gee of ﬁfe? © pu; blie ”.ella. E*elﬂs issued :
the-date-the
Fontion i ved
B . ’
mmﬁmgﬁﬁll
regulation-division:
+  Fourormere
] rolations:
of
" : : —
]9. fe-to-fo t‘*] ot ﬁ*e. e ”.ella. Helﬁs ]*SS“e]d
years the-true
were-Heensed-))
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Violation Type
(See WAC 314-55-509) Period of Consideration

Three or more Category 11

violations (WAC
314-55-521) or Category

III violations (WAC

314-55-522 Violations issued within
Four or more Category IV | two years of the date the
violations (WAC application is received by
314-55-523) the board's licensing and

regulation division.

One to four or more
Category V violations
(WAC 314-55-524) or
Category VI violations
(WAC 314-55-525)

[Statutory Authority: RCW 69.50.342 and 69.50.345. WSR 16-11-110, §
314-55-045, filed 5/18/16, effective 6/18/16. Statutory Authority: RCW
69.50.325, 69.50.331, 69.50.342, 69.50.345. WSR 13-21-104, §
314-55-045, filed 10/21/13, effective 11/21/13.]

AMENDATORY SECTION (Amending WSR 18-22-055, filed 10/31/18, effective
12/1/18)

WAC 314-55-050 ((Reasons—the WSLCB—may seek)) Withdrawal, deni-
al, suspension, or cancellation of a ((marijuana)) cannabis license
appllcatlon or license. ( (Feotdeowing—ds—atistofreasorns—theWSEEB
may)) (1) The board has the discretion to withdraw, deny, suspend, or
cancel a ((mariiwarna)) cannabis license application or license( (=
Pexr)) con51stent with RCW 69.50.331, ((theWSEEB—hasbroad—diseretion—

e+ : : : for

reasons 1ncludlng, but not llmlted to, the following:
(1) a1 + + P Y = R S I P O S ( ) Not
(( L7/ J.L/I._I..I.L/I.J.\_/ [y J.I.l\_/\_/L_ \ﬂ_uu_L.LJ..LuL/LL_.L\JLlQ g - J.\_/\iLA_LJ.\_/lI.l\_/LlL_x_))) a O

meeting the initial or ongoing gualifications, reguirements, or both
for ((¥ke)) a specific ((mariiwars)) cannabis license, as outlined in
this chapter and chapter 69.50 RCW( (=

(DY a7 O . B submit) ) ;
&7 J.(./I._L_LL/I.J.\_/ UJ. [ S WP S W AWy & Ry Y (- awy [ ¥ N § § g Sy wn a

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

B —TFhe—appticant—makes—a misrepresentation—of) ),

(c) Misrepresenting fact, or ((faids—te—disetese)) not disclosing
a material fact to the ((WSEEB)) board during the application process

or any ( (subseguent—investigation)) review or follow-up review that
may occur after a license has been lssued((

(A T 14 + 4+ I g g s il o o4 ) ) .

\_.[[ J.(_/I._I._I.L/I.J.\_/ |y J.I.l\_/\_/L_ T |\ NP2 N N ) ) A S R Y @ R J.J._I.»._) L_UJ._Y a

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

(G 1. + ™ R U g R ));

\\J[ J.(_/I._I._I.L/I.J.\_/ ey TS T T T J.I.l(_/I.J._I._J g™ a

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

TA/AAY Th e £ £ A 2 A+ o £ g by +1h

\ i [E N i ) [SA A i S u) A = T UITTONS LT TITI T IO 1T 1T T J\J_Y CTI a lcant tU b\_/ 1L:I.S\_/d) )_‘L
(f) Using funds that cannot be verified for
startup and operatlon of the bu51ness ( (5—erestd

bte)), or ((&e

4+ 4
C I UTT

11111111

[
IT AV S N

|__|.
)]
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+1—Penies—+theWSEEB) ) ;.

(g) Not allowing the board or its authorized representative ac-
cess to any place where a licensed activity takes place ((er—Ffaits—te
preduee) ) ;.

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

{8 )—Has beendenied—o¥r));

(i) The applicant or licensee has had a ((mariiwerns)) cannabis

license or medical ( (mariziwanas)) cannabis license denied, suspended,
or canceled in another state or local jurisdiction ( (=
Sy—Where) ) ;.

(1) The city, county, tribal government, or port authority has
submitted a substantiated objection ( (per—the—reguirements—in)) Lo the
application or against the premises for which the new or renewed 1i-
cense 1s requested, as described in RCW 69.50.331 (7) and (10).

((+8y)) (k) The applicant or licensee has not paid taxes or fees
required under chapter 69.50 RCW or did not provide production, pro-
cessing, inventory, sales and transportation reports or documentation
required under this chapter.

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

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

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

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

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

(2) Except as provided in subsection ((4+)r)) (3) of this sec-
tion, the ((WSEEB—shalt)) board will not issue a new ( (marijuvena))
cannabis license if the proposed licensed business is within ((ere
theusand)) 1,000 feet of the perimeter of the grounds of any of the
( (Feotdowing—entities)) facilities listed in (a) through (h) of this
subsection. The distance ((shatt)) will be measured as the shortest
straight line distance from the property line of the proposed ( (buwitd—
Ing/fbusiness)) building or business location to the property line of
the entities listed below:

Elementary or secondary school;

Playground;

Recreation center or facility;

Child care center;

Public park;

Public transit center;

Library; or

Any game arcade (where admission is not restricted to persons
arEy—ene)) 21 or older).

(3) (a) A city or county may, by local ordinance, permit
( (Ehe—titeensingofmarijwana)) cannabis businesses licensing within

( (epe—thousand)) 1,000 feet but not less than ((ere—hundred)) 100 feet
of the facilities listed in subsection ((#8¥)) (2) of this section
except elementary and secondary schools, and playgrounds.

(b) If ((a—3Fteenmsee)) an applicant applies for a ( (marijuwena))
cannabis license at a location less than ((enre—thousand)) 1,000 feet

o)

~— — — — ~— ~— ~—

—

age

<
54

A(‘TD_‘@ H D Q—-O

;
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of a recreation center or facility, child care center, public park,
public transit center, library, or game arcade, the ((Xi+eenmsee)) ap-—
plicant must provide the WSLCB with a copy of the local ordinance that
describes the distance required by the city or county where the fa-

17

He
o o
)}

( AN P e IR TN + PPN PP S S S £ 4+ 7=
\ Vi L [ S N W i ey o DT T TT [ g — w o COOTCITTOUTT T CTT _Y (& g = AN U i S T
Atz 4o s N [ RS S SO = 1 Iaakh et o oo Aoyt on ot £ vz
(_A.LL_Y C Ty ULIJ_J.\j(_AL_J_ULl\J ey CTT VV(_A.\_)J.J.J_LL\j COTT o C T T A8 b/(_A.J. CTIT ITC L - \4 TTCC .
(14 17~ 1 IS DA P RPN I PSP NN IV S PRy 12 e r o o 74
LT/ 1ITOS Py IT A8 T A8 (=8 J.J.\i\.AUJ. L . J.ll(_A.J.J_J T T™E [ S >y TS L . T (=8 J.J.\i
PRSI I RPN N S PRy 12 v PRSP PR I P HE I SN S A r oo
| B [ S TS A . J.ll(_A.J.J_J UaTTT [ S >y TS u_)\.'{u)b/ T A8 A . - VAYENY A8 LT CIT1T 15 L . (_A.LL_Y
e oo
O CIT - o C T T .
(1 5Y mp oot demer ] o PN SR P S + 1 PP S N P S R
L7 LI Ur/ J.(_A.L_J.Ll\j b/J_(_ALl A\ sy =) IO T A8 TMToOTHOS T TCT 12 |y CITT o C Lo AT TCTIUIT
1 WOT AP 1 P I PP S R e I I~ EOS I ~D SN, [ RPN
S CITT A=) J_l, CITT ub/r/J.J.k/uLll_ ) kiLA(_AJ.J_J.J_ A8 [ S N (=8 [ S TS
o—oere ceordanpee N

[Statutory Authority: RCW 69.50.325, 69.50.342, 69.50.345, and
69.50.369. WSR 18-22-055, § 314-55-050, filed 10/31/18, effective
12/1/18. Statutory Authority: RCW 69.50.342 and 69.50.345. WSR
16-11-110, § 314-55-050, filed 5/18/16, effective 6/18/16; WSR
14-06-108, § 314-55-050, filed 3/5/14, effective 4/5/14. Statutory Au-
thority: RCW 69.50.325, 69.50.331, 69.50.342, 69.50.345. WSR
13-21-104, § 314-55-050, filed 10/21/13, effective 11/21/13.]

AMENDATORY SECTION (Amending WSR 18-12-046, filed 5/30/18, effective
6/30/18)

WAC 314-55-055 ((Marijuana)) Cannabis retailer license forfei-
ture. (1) (a) A ((merijwans)) cannabis retailer's license is subject
to forfeiture if the retailer is not fully operational and open to the
public after ((&wedtwe)) 12 months of issuance of the license ((er—Ne—
vember 201 8—whichever—+Gs—Jdater)) . No ((merijwana)) cannabis re-
tailer's license is subject to forfeiture within the first nine months
of issuance.

(b) Fully operational means the business meets the following cri-

teria for at least ((&wedtwe)) 12 consecutive weeks within a ( (Ewelse—

menth)) 1l2-month period after issuance of the license ((befere—or—af
o 1 £~y Ao+ £ this seetion)) :
T - CT [ S - C 1V A\ S &y wn A CITT 1S5 =) - C1ITOUITT -

(1) The business is open to the public for a minimum of five
hours a day between the hours of 8:00 a.m. and 12:00 midnight, three
days a week;

(11) The business posts ((business)) hours of operation outside
of the premise in the public view; and

(iii) The business reports monthly sales from the sale of ((mari-
Faganra)) cannabis products and pays applicable taxes.

(2) ((#=)r)) A ((maridwars)) cannabis retailer's license will not
be subject to forfeiture if the licensee ( (has—Fkeenr—irncapable—-of—open—
iag)) 1s not able to open a fully operational retail ( (marijuwerna))
cannabis business ((dwe—te)) based on actions by the city, town, or
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county with jurisdiction over the licensed business ((fe—Fmetuee)) in-

cluding:

((+)) (8) The adoption of a ban or moratorium that prohibits
the ((eperimg—of—=)) retail ((mariiwars)) cannabis business from open-
ing; or

((+F)) (b) The adoption of an ordinance or regulation related
to zoning, business licensing, land use, or other regulatory measure
that has the effect of preventing a licensee from receiving an occu-
pancy permit from the jurisdiction or which otherwise prevents a li-
censed ( (mariiwans)) cannabis retailer from becoming operational.

((By)) (3) Exceptions to license forfeiture.

(a) The board has the sole discretion to grant exceptions to the
license forfeiture process if a ((mariiwarna)) cannabis retailer licen-
see ((has—had)) experiences circumstances ((eeewr)) that are out of
their control such as a natural disaster.

( (Her—Adeguate)) (b) Sufficient documentation ((witd—be)) is re-
quired to verify any of the exceptions to license forfeiture in this
section. ((Fe—Fs—+theJticensece's—responsibiltity—+te)) Licensees must in-
form the ((WSEER)) board if conditions change, such as an adjustment
to zoning requirements, changes to a ban or moratorium, or other cir-
cumstances that would allow the licensee to operate.

(c) If the underlying condition exempting a ( (meriiwans)) canna-
bis retail license from forfeiture under subsection (2) ((#=F)) of this
section or ((#¥)) (a) of this ((seetier)) subsection is removed, then
the ((tEwetve—month)) l1l2-month time frame to become fully operational
and open to the public requirement under subsection (1) of this sec-
tion will begin from the time the condition exempting the retail 1i-
cense from forfeiture is removed.

((=>)) (4) A ((retairdter—+that)) cannabis retail licensee who re-
ceives a notice of license forfeiture under this section from the
WSLCB may request an administrative hearing under chapter 34.05 RCW. A
request for a hearing must be made in writing and received by the
WSLCB no later than ((&wermty)) 20 days after service of the notice.
Requests submitted in paper form may be delivered to the WSLCB in per-
son during normal business hours at ((3666—Paeifie)) 1025 Union Avenue
S.E., Olympia, WA ((98568%)) 98504, or mailed to the WSLCB. Mailed ap-
peal requests must be addressed to: WSLCB, ATTN: Adjudicative Proceed-
ings Coordinator, P.0O. Box 43076, Olympia, WA 98504-3076 or, for cer-
tified mail, WSLCB, ATTN: Adjudicative Proceedings Coordinator, ( (3666
Paeifie)) 1025 Union Avenue S.E., Olympia, WA ((88564)) 98504.

[Statutory Authority: RCW 69.50.325, 69.50.342, and 69.50.345. WSR
18-12-046, § 314-55-055, filed 5/30/18, effective 6/30/18.]

AMENDATORY SECTION (Amending WSR 16-11-110, filed 5/18/16, effective
6/18/16)

WAC 314-55-070 ((Proecess—ifthe WSLCBdenies—a marijuana)) Can-
nabis license application denial. If the ((WSEEB)) board denies a
( (mariiwerma)) cannabis license application, ((¥kRe)) an applicant or
applicants may:

(1) Request an administrative hearing ((pe¥r)) consistent with
chapter 34.05 RCW, the Administrative Procedure Act.

(2) Reapply for the license ((mpe—seerer)) not earlier than one
year from the date ((ewn)) of the final order of denial.
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[Statutory Authority: RCW 69.50.342 and 69.50.345. WSR 16-11-110, §
314-55-070, filed 5/18/16, effective 6/18/16. Statutory Authority: RCW
69.50.325, 69.50.331, 69.50.342, 69.50.345. WSR 13-21-104, §
314-55-070, filed 10/21/13, effective 11/21/13.]

AMENDATORY SECTION (Amending WSR 21-15-124, filed 7/21/21, effective
8/21/21)

WAC 314-55-079 ((Marijuana)) Cannabis retailer license—Privi-
leges, requirements, and fees. (1) A ((mexridwena)) cannabis retailer
license allows the licensee to sell only useable marijuana, ( (marijwa—
A=) ) cannabis concentrates, ((merituera—infused)) cannabis-infused
products, ((marijwerns)) cannabis paraphernalia, and lockable boxes to
store ((marijwana)) cannabis at retail in licensed retail outlets to
persons ( (Ewenty—ere)) 21 years of age and older, except as allowed
for persons under ((£wenty—ene)) 21 years of age consistent with RCW
69.50.357 and WAC 314-55-080.

(2) The ((WSEER)) board may accept applications for ((marijuwans))
cannabis retail licenses at time frames published on its website at
www.lcb.wa.gov. Using estimated consumption data and population data
obtained from the office of financial management (OFM) population da-
ta, the ((WSEER)) board will determine the maximum number of ( (mari-—
Fana)) cannabis retail locations per county.

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

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

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

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

(4) Application and license fees.

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

(b) The annual fee for issuance and renewal of a ((merijwans))
cannabis retailer license is ((ere—thousand—three hundredeighty—one
dottars)) $1,381 consistent with RCW 69.50.325 (3) (a). The ((WSEEB))
board will conduct random ( (erimimat—histery)) background checks at
the time of renewal that will require the licensee to submit finger-
prints for evaluation from the approved vendor. The licensee is re-
sponsible for all fees required for the ((erimimnal—histery)) back-
ground checks.

(5) Internet sales and delivery of product to customers ((axe))
is prohibited.
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(6) Sales of ((mariduvara—infused)) cannabis-infused products not
permissible under WAC 314-55-077 are prohibited.

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

(8) All ((merijwarma)) cannabis products must be stored behind a
counter or other barrier to ensure a customer does not have direct ac-
cess to the product.

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

(10) ((Merisjwara)) Cannabis retailer licensees are allowed to
have a maximum of four months of their average inventory on their 1li-
censed premises at any given time.

(11) A ((meridwers)) cannabis retailer may transport product to
other locations operated by the licensee or to return product to a
( (Rariswerma)) cannabis processor as outlined in WAC 314-55-085.

(12) A ((maridwers)) cannabis retailer may accept returns of open
( (mariiwerma)) cannabis products. Products must be returned in their
original packaging with the lot, batch, or inventory ID number fully
legible.

(13) A ((maridwere)) cannabis retailer may dispose of ( (mearijge—
frar) ) cannabis products as provided in WAC 314-55-097.

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

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

AMENDATORY SECTION (Amending WSR 18-22-055, filed 10/31/18, effective
12/1/18)

WAC 314-55-082 Insurance requirements. ( (Marijwana)) Cannabis
licensees must obtain insurance coverage ( (as—set—ouvt—in—this—seection-
The—intent—of+thereguired) ). Insurance 1s required to protect the
consumer ( (shevwte—there—Pbe)) if any claims, suits, actions, costs,
damages or expenses ((arising)) arise from any negligent or intention-
al act or omission of the ((mariiwans)) cannabis licensees. ((Marisuwe—
Aa)) Cannabis licensees ( (shallt—furaish evidence—dn—+the formof)) will
provide the board with a certificate of insurance ( (setisfactory—te
theWSECB—that—dnsurance;—in) ) demonstrating that the following
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proof—eof dnsurance;——as—regquired;—may—resugttE i tiecense—ecanceldations))
types and minimum amounts of insurance have been obtained:

(1) Commercial general liability insurance: The licensee ( (shat®
aE—at+—times) ) must carry and maintain commercial general liability

insurance or commercial umbrella insurance for bodily injury and prop-
erty damage arising out of licensed activities at all times. The lim-
its of liability insurance ((skhadd)) will not be less than ((emre—smii—
Iien—dettars)) $1,000,000. Upon board request, a licensee must provide
proof of insurance.

(a) This insurance ((skhatd)) must cover such claims as may be
caused by any act, omission, or negligence of the licensee or its of-
ficers, agents, representatives, assigns, or servants.

(b) The insurance ((skhadt+)) must also cover bodily injury, in-
cluding disease, illness and death, and property damage arising out of
the licensee's premises/operations, products, and personal injury.

(2) Insurance carrier rating: The insurance required in subsec-
tion (1) of this section ((shaxE)) must be issued by an insurance com-
pany authorized to do business within the state of Washington. Insur-
ance 1is to be placed with a carrier that has a rating of A - Class VII
or better in the most recently published edition of Best's Reports. If
an insurer is not admitted, all insurance policies and procedures for
issuing the insurance policies must comply with chapters 48.15 RCW and
284-15 WAC.

(3) Additional insured. The state and its employees, agents, and
volunteers shall be named as an additional insured on insurance poli-
cies required under this section. All policies shall be primary over
any other valid and collectable insurance.

(4) Failure to maintain or provide proof of insurance as required
may result in license cancellation.

[Statutory Authority: RCW 69.50.325, 69.50.342, 69.50.345, and
69.50.369. WSR 18-22-055, § 314-55-082, filed 10/31/18, effective
12/1/18. Statutory Authority: RCW 69.50.342 and 69.50.345. WSR
16-11-110, § 314-55-082, filed 5/18/16, effective 6/18/16. Statutory
Authority: RCW 69.50.325, 69.50.331, 69.50.342, 69.50.345. WSR
13-21-104, § 314-55-082, filed 10/21/13, effective 11/21/13.]

AMENDATORY SECTION (Amending WSR 16-11-110, filed 5/18/16, effective
6/18/16)

WAC 314-55-110 ((What—are my respeoansibilitiesas a marijuana—1i-
eensee?)) Licensee responsibilities. (1) ((Marijgere)) Cannabis 1i-

censees are responsible for the operation of their licensed business
in compliance with the ((mariiwars)) cannabis laws and rules of the
( (WSEEB)) board, chapters 69.50 and 69.51A RCW, 314-55 WAC, and any
other applicable state laws and rules.

(2) The penalties for violations of ((marijwana)) cannabis laws
or rules are in WAC ((334—55—5%5)) 314-55-509 through ((334-55-535))
314-55-525, as now or hereafter amended. The rules also outline aggra-
vating and mitigating circumstances that may affect what penalty is
applied if a licensee or employee ( (vietates—amariiuvans)) does not
comply with a cannabis law or rule.

(3) Licensees and their employees must conduct the business and
maintain the licensed premises, surrounding area, and vehicles trans-
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porting product, in compliance with the following laws, as they now
exist or may later be amended:

(a) Titles 9 and 9A RCW, the criminal code;

(b) Title 66 RCW, the ligquor laws;

(c) Chapters 70.155, 70.345, 82.24, and 82.26 RCW and RCW
26.28.080, the tobacco laws;

(d) Chapter 69.50 RCW, the uniform controlled substances laws;
and

(e) Chapter 69.51A RCW, the medical ((mariiwars)) cannabis laws.

(4) Licensees ( (khave—the—respensibitity—+te)) must control their
conduct and the conduct of employees, customers, and visitors on the
licensed premises at all times. Except as otherwise provided by law,
licensees or employees may not:

(a) Be disorderly or apparently intoxicated by liquor, marijuana,
or controlled substances on the licensed premises;

(b) Permit any disorderly person to remain on the licensed prem-
ises;

(c) Engage in or allow behavior on the licensed premises ((£hat
proveokes—econduet—which Ppresents)) that is a threat to public safety;

(d) Engage, or permit any employee or other person to engage in,
conduct on the licensed premises which is prohibited by any portion of
Title 9, 9A, or 66 RCW, or chapters 69.50 and 69.51A RCW;

(e) Engage in or permit any employee or other person to engage in

the consumption of any type of ((mariiuvara;—uSobte maritoana,maritga—
Aa)) cannabis, usable cannabis, cannabis concentrate, or ((marijoanra—

iafused)) cannabis-infused product on the licensed premises.

[Statutory Authority: RCW 69.50.342 and 69.50.345. WSR 16-11-110, §
314-55-110, filed 5/18/16, effective 6/18/16.]

AMENDATORY SECTION (Amending WSR 18-22-055, filed 10/31/18, effective
12/1/18)

WAC 314-55-120 Ownership changes. (1) Licensees must receive
prior board approval before making any of the following ownership
changes (see WAC 314-55-035 for the definition of "true party of in-
terest") :

Type of

Type of change application Fee
Change in the true New application. | Application
parties of interest or fee and
owners in a: Sole annual fee
proprietorship, for current
general partnership, license
limited partnership, privilege.
or limited liability
partnership.
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Type of
Type of change application Fee
Change in the true Application for $75

parties of interest or | change in
owners for a publicly | corporate officer
or privately held and/or
corporation. The stockholder.
board will waive the
fee for a corporate
change when the
proposed change
consists solely of
dropping an
approved officer.

Change in the true Application for $75
parties of interest or | change of
owners in a limited limited liability
liability company. company
member and/or
manager.
Accepting additional | Added financier. $75

funds from a new or
previously approved
financier.

(2) Licensees must notify the ((WSEEBR)) board if there are any
changes to marital status of any true party of interest in the 1i-
cense.

(3) The ((WSEER)) board may inquire into all matters in connec-
tion with any ((swek)) sale of stock/units or proposed change in offi-
cers/members.

(4) If the ((WSEEB)) board receives an application to change the
ownership structure of a licensee, the application will be withdrawn
unless one or more of the following is submitted:

(a) Proof that the party being removed was notified that they
were being removed and they did not object within ((simety)) 20 days;

(b) Signed documentation from the true party of interest being
removed for the licensed entity that they agree with the removal; or

(c) A final court document removing them.

[Statutory Authority: RCW 69.50.325, 69.50.342, 69.50.345, and
69.50.369. WSR 18-22-055, § 314-55-120, filed 10/31/18, effective
12/1/18. Statutory Authority: RCW 69.50.342 and 69.50.345. WSR
16-11-110, § 314-55-120, filed 5/18/16, effective 6/18/16. Statutory
Authority: RCW 69.50.325, 69.50.331, 69.50.342, 69.50.345. WSR
13-21-104, § 314-55-120, filed 10/21/13, effective 11/21/13.]

AMENDATORY SECTION (Amending WSR 18-22-055, filed 10/31/18, effective
12/1/18)

WAC 314-55-125 Change of location. (1) Changing a ( (meriiduana))
cannabis license to a new location requires a change request applica-
tion to the ( (WSEEB—per—the proecess—outliined)) board and initiated
through business licensing services, as described in WAC 314-55-020.

( (WSEEB)) Board approval for change request applications must be ob-
tained prior to any change of location of the licensed business.

(2) A change of location occurs any time a move by the licensee
results in any change to the physical location address.
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[Statutory Authority: RCW 69.50.325, 69.50.342, 69.50.345, and
69.50.369. WSR 18-22-055, § 314-55-125, filed 10/31/18, effective
12/1/18. Statutory Authority: RCW 69.50.325, 69.50.331, 69.50.342,
69.50.345. WSR 13-21-104, § 314-55-125, filed 10/21/13, effective
11/21/13.]

AMENDATORY SECTION (Amending WSR 18-22-055, filed 10/31/18, effective
12/1/18)

WAC 314-55-137 Receiverships. (1) Service and notice.

(a) Any person who files any receivership or trustee action in-
volving any ((marijwana)) cannabis licensee must serve ((WSEER)) the
board with original notice of the action. Service is accomplished by
delivery of the original notice of action to ((WSEER)) the board
through one of the following methods:

(1) Delivery to the board at ((=—3666—Paecifie)) 1025 Union Avenue
S.E., Olympia, WA ((88564+)) 98504; or

(1i) Mailed to the ((WSEER)) board. Mailed notice must be ad-
dressed to: WSLCB, ATTN: Licensing - Receiverships, P.0O. Box 43076,
Olympia, WA 98504-3076 or, for certified mail, WSLCB, ATTN: Licensing
- Receiverships, ((36860—Paeifie)) 1025 Union Avenue S.E., Olympia, WA
((98564)) 98504; or

(1ii) Electronic delivery to the board at licensingap-
peals@lcb.wa.gov.

(b) The board will find a licensee compliant with this section
only if ((WSEEB)) it receives original notice of the action and the
receiver 1s selected ( (im—ecordance—with WSHCR's—reguirements—witdt
WSEEB—treat—the—liecens ars—eomptiant—wi 3 +i+or)) consistent
with board regquirements.

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

(a) Upon compliance with the requirements ((set—ferthbetow))
listed in this section, the receiver may operate the licensee's busi-
ness during the receivership period;

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

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

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

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

(a) Is currently in ((aetive—status)) good standing on the preap-
proved receiver list maintained by the ((WSEEB)) board; or

.
’_
P
P
B
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(b) Is approved by the ((WSEEB)) board under the requirements in
subsection (5) of this section to serve as a receiver of a ( (marijue—
Aa) ) cannabis licensee.

(4) Qualifying for the ((WSEEB's)) board's preapproved receiver
list.

(a) The following requirements must be met to qualify for the
( (WSEEB's)) board's preapproved receiver list:

(1) Submit a complete receiver application with the ((WSEEB))
board;

(ii) Be a Washington state resident for at least six months prior
to the application for preapproval as a receiver and maintain residen-
cy throughout the term of the receivership;

(iii) Submit to and pass a criminal background check;

(iv) Provide any financial disclosures requested by the ((WSEEB))
board; and

(v) Disclose any interests the person has in any ( (marijuerna))
cannabis licensee(s).

(b) Review and qualification requirements in this subsection only
apply to persons or entities actively participating in the management
of the receivership and do not apply to spouses of those persons or
persons involved in a business entity or fellow members of a business
entity that are not actively involved in the management of the receiv-
ership.

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

(5) Appointing a receiver who is not preapproved by the WSLCB.

(a) Within two days of filing of any action to appoint a receiv-
er, a proposed receiver must:

(1) Submit a complete application with the ((WSEEB)) board to
serve as receiver for the licensee;

(ii) Be a Washington resident for six months prior to appointment
as a receiver and maintain residency throughout the term of the re-
ceivership;

(iii) Submit to and pass a criminal background check;

(iv) Provide any financial disclosures requested by the WSLCB;
and

(v) Disclose any interest the proposed receiver has in any ( (mar—
iFwara)) cannabis licensee(s).

(b) Review and qualification requirements in this subsection only
apply to persons or entities actively participating in the management
of the receivership and do not apply to spouses of those persons or
persons involved in a business entity or fellow members of a business
entity that are not actively involved in the management of the receiv-
ership.

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

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

(a) As operators and controllers of licensed ( (mearijwana)) canna-
bis establishments, receivers are subject to the same limits as licen-
sees or any other person. Those limits include, but are not limited
to:

(1) No person serving as a receiver of a licensed ((merijuvans))
cannabis producer or licensed ( (mariiwans)) cannabis processor shall
have a financial interest in, or simultaneously serve as a receiver
for, a licensed ( (mariiwanas)) cannabis retailer; and

(ii) No person shall serve as a receiver for, or be a true party
of interest in, more than five ((merijwara)) cannabis retail licensees
or more than three ((mariiwana)) cannabis producer, processor, O0Or Pro-
ducer/processor licensees at the same time.

(b) If the ((WSEEB)) board determines that a receiver is violat-
ing or has violated the restrictions in this subsection, the receiver
may be disqualified to act as a receiver by the ((WSEEB)) board.

[Statutory Authority: RCW 69.50.325, 69.50.342, 69.50.345, and
69.50.369. WSR 18-22-055, § 314-55-137, filed 10/31/18, effective
12/1/18.1

0OTs-3707.1

NEW SECTION

WAC 314-55-570 Social equity in cannabis program. (1) Defini-
tions.

(a) "Disproportionately impacted area" means a census tract with-
in Washington state where community members were more likely to be im-
pacted by the war on drugs. These areas are determined using a stand-
ardized statistical equation to identify areas of high unemployment,
low income, and demographic indicators consistent with populations
most impacted by the war on drugs, including areas with higher rates
of arrest for drug charges. The board will provide maps to identify
disproportionately impacted areas. The maps will reflect census tracts
from different time periods to account for gentrification.

(b) "Double blind lottery" means a selection process conducted by
an independent third party to determine the order in which applica-
tions will be processed in the event of a tie.

(c) "Family member" means:

(i) A biological, adopted, or foster child, a stepchild, a
child's spouse, or a child to whom the applicant stands in loco paren-
tis (in place of the parent), is a legal guardian, or is a de facto
parent, regardless of age or dependency status;

(ii) Grandchild, grandparent, parent, sibling, or spouse;

(iii) Any individual who regularly resides in the applicant's
home or where the relationship creates an expectation that the appli-
cant care for the person and that individual depends on the applicant
for care.

(d) "Median household income" means the most recent median house-
hold income within the state of Washington as calculated by the United
States Census Bureau.
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(e) "Person" means a real human being, distinguished from a cor-
poration, company, or other business entity.

(f) "Preliminary letter of approval" means an approval letter is-
sued to a social equity program applicant for purposes of securing a
grant from the department of commerce and a location and other neces-
sities to complete the licensing process.

(g) "Social equity applicant" means an applicant who meets the
requirements for a social equity license.

(h) "Social equity contractor" means a third party responsible to
review and score social equity applications and recommend social equi-
ty applicants.

(1) "Social equity licensee" means a person who meets the quali-
fications for licensure as described in this chapter.

(jJ) "Social equity plan" means a plan that addresses the follow-
ing elements including, but not limited to:

(i) A description of how issuing a cannabis retail license to the
social equity applicant will meet social equity goals;

(ii) The social equity applicant's personal or family history
with the criminal justice system, including any offenses involving
cannabis; and

(iii) Business plans involving partnerships or assistance to or-
ganizations or residents with connections or contributions to popula-
tions with a history of high rates of enforcement of cannabis prohibi-
tion.

(2) Social equity applicant requirements.

(a) To be considered for the social equity program under this
chapter and RCW 69.50.335, the following requirements must be met by
each applicant:

(b) At least a 51 percent majority, or controlling interest, in
the applicant, must be held by a person, or persons, who has or have
resided in Washington state for six months prior to the application
date, consistent with RCW ©69.50.331, and meets at least two of the
following qualifications:

(i) Qualification 1: The social equity applicant or applicants
have lived in a disproportionately impacted area in Washington state
for a minimum of six months; or

(ii) Qualification 2: The social equity applicant or a family
member of the applicant has been arrested or convicted of a cannabis
offense; or

(iii) Qualification 3: The social equity applicant's household
income is less than median household income within the state of Wash-
ington as calculated by the United States Census Bureau.

(3) Social equity application process.

(a) Application window.

(1) The board will open the application window for 30 calendar
days.

(ii) At its sole discretion, the board may reopen the application
window:

(A) After initial evaluation of applications received; or

(B) If allotments become available after the initial application
window has closed pursuant to RCW 69.50.335.

(b) Initial application requirements.

(1) The social equity applicant must apply to the department of
business licensing services within the 30-day application window. If
the application is mailed to the department of licensing services, the
application must be postmarked within the 30-day application window.
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(ii) The social equity applicant, whether applying as a person,
persons, or entity, may apply for a cannabis license once during the
application window described in subsection (4) (a) of this section.

(iii) A location address is not required at the time of applica-
tion.

(iv) The social equity applicant must select one county where
they wish to operate their business.

(v) A social equity applicant may not change a selected county
after initial application.

(vi) The board will provide a list of available counties on its
website.

(c) Social equity contractor review. Once the application window
is closed, the social equity contractor will evaluate and prioritize
all applications.

(1) If additional materials are needed, the social equity appli-
cant will receive a letter from the third-party contractor directing
the applicant to submit additional application materials directly to
the third-party contractor.

(ii) The social equity applicant must submit complete and accu-
rate additional application materials directly to the third-party con-
tractor within 15 business days of the date of the letter. It is the
responsibility of the social equity applicant to comply with the ap-
plication requirements in this section and ensure the application is
complete, accurate, and successfully submitted to the third-party con-
tractor.

(iii) If the application is determined to be incomplete by the
third-party contractor, the social equity applicant will be provided
with seven days to submit a complete application.

(iv) The third-party contractor will review the application mate-
rials provided by the social equity applicant to determine if the ap-
plicant meets the requirements of a social equity applicant and sub-
mittal of a social equity plan.

(v) After the social equity contractor determines that the re-
quirements have been met, the social equity contractor will score so-
cial equity applications using the following scoring rubric to priori-
tize social equity applicants:
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Social Equity Application Scoring Rubric

Category

Criteria Elements

Point Scale

Eligibility
Criteria

1. Lived in a disproportionately impacted area (DIA)

40

la. How long have you lived in a DIA?
6m-5y = 5 points
5y-10y = 10 points
10+ years = 20 points

20

2. Convicted of a drug offense? (Self)

2a. Convicted of a cannabis offense? (Self)

20

3. Convicted of a drug offense? (Family)

3a. Convicted of a cannabis offense? (Family)

4. If you were convicted of a cannabis offense, what type of sentence did you
receive:

Fine = 5 points

Served probation = 10 points

Confined to home = 20 points

Served time in jail or prison = 40 points

40

5. Did you or your family member's incarceration keep you from getting
employment?

6. Did you lose your home or ability to purchase a home or rent a home as a result
of your convictions?

7. Is your household income less than the median household income within the
state of Washington as calculated by the United States Census Bureau?

40

8. Were you a member of a medical cannabis collective garden between
1998-2016?

or

Do you have previous cannabis business experience that would make your business
more viable?

9. Have you held or do you currently hold 51 percent majority/controlling interest
of a state cannabis (marijuana) retailer license?

No = 10 points

Yes = 0 points

*Title certificate holder without another retail license = 10 points

10

Total Points

200 points

(vi)

list of eligible and scored social equity applicants.

(vii)

The social equity contractor will provide the board with a

Neither the social equity contractor nor its employees

shall benefit from any license or licenses granted as a result of
their review.

(d)

Board review.

Social equity applicants that are scored high-

est by the social equity contractor within the county selected by the
social equity applicant will be processed by the board.

(e)

Double blind lottery.

In the event that the eligible social

equity applicants share the highest score in a county and exceed the

number of available licenses in that county,

the board will use a dou-

ble blind lottery conducted by an independent third party to identify
the application(s) that will be processed.

(£)

Preliminary letter of approval. Once the social equity appli-

cations that will be processed are identified as described in this

section,

ry letter of approval.
(4) Additional provisions.

(a)

to select and secure a location.
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(b) Social equity applicants may not make ownership changes to an
application after the application has been reviewed, scored, and pri-
oritized by the third-party contractor.

(c) Social equity applicants may apply for the social equity pro-
gram once. If a social equity applicant applies more than once, the
board will accept only the first application.

(d) Social equity licenses that are currently designated to spe-
cific cities may be located anywhere within the county in which the
city is located. However, the license may not be transferred outside
of that county.

(e) Qualifying for the Social Equity Program will not result in
or guarantee cannabis business license approval. Social equity appli-
cants must meet all license qualifications in this chapter to receive
a license.

(f) Licenses awarded under this section may not be transferred
within the first year of the license being issued and may only be
transferred to individuals or groups of individuals who comply with
the requirements for initial licensure as a social equity applicant
for a period of five years from the date of the transfer.

(5) Application withdrawal. The board will withdraw a social
equity application if:

(a) The social equity program application or additional materials
are determined to be incomplete or incorrect by the social equity con-
tractor;

(b) The social equity program application materials are not time-
ly received by the social equity contractor; or

(c) The social equity applicant(s) requests withdrawal of the so-
cial equity program application at any time in the application proc-
ess. The social equity applicant(s) must request withdrawal in writ-
ing. The voluntary withdrawal of a social equity program application
does not result in a hearing right.

[]
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