AGENDA

DES MOINES CITY COUNCIL
REGULAR MEETING
City Council Chambers
21630 11" Avenue South, Des Moines

November 14, 2013 — 7:00 p.m.

CALL TO ORDER

PLEDGE OF ALLEGIANCE

ROLL CALL

CORRESPONDENCE

COMMENTS FROM THE PUBLIC

BOARD AND COMMITTEE REPORTS/COUNCILMEMBER COMMENTS
PRESIDING OFFICER’S REPORT

ADMINISTRATION REPORT
KING COUNTY COUNCILMEMBER JULIA PATTERSON

CONSENT CALENDAR
Page 1 tem1: APPROVAL OF VOUCHERS
Motion is to approve for payment vouchers and payroll transfers included in the
attached list and further described as follows:
Claim Checks: $1,794,527.92
Payroll Fund Transfers: $420,885.87
Total Certified Wire Transfers, Voids, A/P and Payroll Vouchers: $2,215,413.79

Page 3 ltem 2: ECOLOGY FY 2014 STORMWATER GRANT AGREEMENT
Motion is to approve the 2013-2015 Municipal Stormwater Capacity Grant
Agreement between the State of Washington Department of Ecology and the City
of Des Moines, and further to authorize the City Manager to sign said Agreement
substantially in the form as submitted.

Page 27 ltem 3: RESOLUTION FOR CITY OF DES MOINES PARTICIPATION IN THE
ASSOCIATION OF WASHINGTON CITIES EMPLOYEE BENEFIT TRUST
HEALTH CARE PROGRAM
Motion is to enter into an Agreement with the Association of Washington Employee
Benefit Trust to provide health insurance for City of Des Moines employees and to
authorize the City Manager to sign the Agreement substantially in the form as
attached.

PUBLIC HEARING
Page 45 Item1: YEAR 2014 GENERAL PROPERTY TAX LEVIES
Staff Presentation: Finance Director Paula Henderson

Page 53 Item2: ADOPTION OF YEAR 2014 BUDGET
Staff Presentation: Finance Director Paula Henderson



Page 59 Item 3:

Page 143 Item 4:

OLD BUSINESS
Page 273 Item 1:

DRAFT ORDINANCE 13-216 PUBLIC HEARING TO CONSIDER ZONING AND
LAND USE REGULATIONS FOR PRODUCERS, PROCESSORS, AND
RETAILERS OF RECREATIONAL MARIJUANA LICENSED BY THE STATE OF
WASHINGTON
Staff Presentation: Community Development Manager

Denise Lathrop

AMENDMENTS TO TITLE 18 DMMC

Staff Presentation: City Attorney Pat Bosmans

YEARS 2014-2019 DRAFT CAPITAL IMPROVEMENT PLAN
Staff Presentation: Finance Director Paula Henderson

NEXT MEETING DATE
November 21, 2013 Regular City Council Meeting

ADJOURNMENT



, Consent Agenda Item #1

CITY OF DES MOINES
Voucher Certification Approval
14-Nov-13
Auditing Officer Certification

Vouchers and Payroll transfers audited and certified by the auditing officer as required by
RCW 42.24.080, and those expense reimbursement claims certified as required by
RCW 42.24.090, have been recorded on a listing, which has been made available to the
City Council.

As of November 14, 2013 the Des Moines City Council, by unanimous vote, does approve
for payment those vouchers and payroll transfers included in the attached list and further
described as follows:

The vouchers below have been reviewed and certified by individual departments and the
City of Des Moines Auditing Officer.

Claims Vouchers: Numbers Amounts

Total A/P Checks/Vouchers 137625] - | 137818] | 194 1,741,160.28
Electronic Wire Transfers | 2 BANK OF AMERICA VISA, WA DEPT OF LIC & FIREARMS 56,064.14
Subtotal for this Council Packet 1,ﬁ224.42
Voided Claim Checks this check run: 2 137692/137778 (2,696.50)
Voided Claim Checks from previous check runs 0.00
Total Claims/Wire Transfers/Voids 198 1_,79_4,527.92
Payroll Vouchers: DISBURSED 11/05/13 Amounts

Payroll Checks 18357 - 18366 = 10 13,646.33
Direct Deposit 440001 - 440145) = 145 265,991.30
Payroll Taxes 58,973.62
Wage/Garnishments 744,07
Voids | | [ © 0.00
Electronic Wire Transfers 81,530.55
ICMA 401 Forfeitures 0.00
Total Claims 420,885.87

Total certified Wire Transfers Voids, A/P & Payroll vouchers for Nov 14, 2013 2,215,413.79
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AGENDA ITEM

BUSINESS OF THE CITY COUNCIL
City of Des Moines, WA

SUBJECT: Ecology FY 2014 Stormwater Grant FOR AGENDA OF: November 14, 2013

Agreement

DEPT. OF ORIGIN: Planning, Building & Public
ATTACHMENTS: Works

1. Ecology Agreement

DATE SUBMITTED: November 6, 2013

CLEARANCE
[X] Legal Q
[X] Finance
[ ] Marina
[ ] Parks, Recreation & Senior Services N/A
[X] Planning, Building & Public Works 3D
[ ] Police N/A
[ ] Courts N/A

APPROVED BY CITY)&WR

FOR SUBMITTAL:_ - _ |

~

Purpose and Recommendation

The purpose of this agenda item is to approve the State Department of Ecology Grant Agreement
(Attachment 1). For Fiscal Year 2014, the Department of Ecology has offered the City of Des Moines a
$170,000 grant in two parts: $50,000 to be used to support NPDES permit required activities and
$120,000 grant to be used toward the design of a City stormwater treatment retrofit project for
improving water quality from an existing site. Staff recommends accepting this grant as it can be used
for a variety of expenses related to meeting the requirements of the NPDES Phase II permit that the
City’s stormwater program is now operating under. The grant does not require a local funding match
and costs are eligible for funding from July 1, 2013 through January 31, 2015. The follow motion will
appear on the consent calendar:

Suggested Motion

Motion: “I move to approve the 2013-2015 Municipal Stormwater Capacity Grant Agreement between
the State of Washington Department of Ecology and the City of Des Moines, and further to authorize the
City Manager to sign said Agreement substantially in the form as submitted.”




Background
The City has received a $170,000 grant offer from Ecology as part of the state’s Local Government

Stormwater Grants Program, with $50,000 to be used for NPDES permit implementation activities and
$120,000 to be used for project-specific planning and design activities for a stormwater project that would
provide a water quality benefit and address stormwater pollution from existing development.

The City has been awarded three previous NPDES grants ($75,000 for 2007-2009, $50,000 for 2010, and
$197,425 for 2011-2013). Similar to the previous two Agreements, this 2013-2014 Agreement does not
contain the percentage goals for MBE/WBE businesses but contains language that the City would solicit and
recruit, to the extent possible, MBE/WBE businesses, making it consistent with the previous Agreements that
the Council approved.

Over the years, these funds have been used to cover staff costs for developing the drainage inventory map,
preparing planning documents and manuals, purchasing field equipment such as the GPS PDA’s used for
field mapping, and the Cityworks program for managing maintenance to the drainage system and tracking
associated costs, as well as several software upgrades to the GIS system. During the grant term, staff will be
reviewing the program’s needs with the emphasis that these funds be used toward a one-time expense item(s)
rather than to cover on-going related expenses of the program.

Discussion

City staff costs for implementing the NPDES permit are expected to be $298,000 for 2014. This assumes
staffing of 2.30 FTEs (0.6 FTE NPDES Coordinator, a 1.0 FTE technician, a 0.5 FTE SWM engineering
aide, and a 0.20 FTE SWM Manager). The staffing is based on estimated hours projected for 2014 and in
accordance with our NPDES permit that permit costs be tracked separately from other city operations. No
one-time expense item has yet been specifically identified for the $50,000 operational grant, but the grant
would be used to cover a portion of the temporary technician salary if no other one-time expense has been
determined within the grant term.

For the stormwater treatment project grant, the marina staff has proposed using the capital grant to design a
water quality retrofit project at the south end of the marina parking lot adjacent to the boatyard. Existing
parking would be reconfigured to optimize the parking and bioretention or swales would be used to collect
and treat runoff from the parking area. The design would also be done in a fashion as to potentially provide
tertiary treatment for runoff from the boatyard which is having difficulty in meeting its NPDES permit
requirements.

Alternatives

No alternatives are provided. Should the City not accept this grant offer, the funds will be made available to
other jurisdictions.

Financial Impact
The $50,000 operation grant can be used to offset costs for implementing the NPDES permit and is

retroactive to July 1, 2013. Eligible costs for both the operation and capital grant can be incurred through
January 31, 2015. No match is required.

Recommendation or Conclusion
Staff recommends approving the Ecology Agreement.

Concurrence
Finance, Legal, and Planning, Building, and Public Works concur.



Attachment #1

2013-15 Municipal Stormwater Capacity Grant Program
State Of Washington, Department Of Ecology

DEPARTMENT OF

. SEtatCe(o?Vl\TasOMrgth

2013-15 MUNICIPAL STORMWATER CAPACITY GRANT

PROGRAM

FISCAL YEAR 2014

GRANT AGREEMENT

NUMBER G1400222

BETWEEN

THE STATE OF WASHINGTON DEPARTMENT OF ECOLOGY

AND

CITY OF DES MOINES
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2013-15 Municipal Stormwater Capacity Grant Prografh

State Of Washington, Department Of Ecology

2013-15 MUNICIPAL STORMWATER CAPACITY GRANT PROGRAM
Grant Agreement

Between

The State of Washington Department of Ecology

And

City of Des Moines

THIS is a binding agreement entered into, by, and between the state of Washington Department
of Ecology (DEPARTMENT), and the City of Des Moines (RECIPIENT). The purpose of this
agreement is to provide funds to the RECIPIENT to carry out the requirements described herein.

PART I. GENERAL INFORMATION

2013-15 Municipal Stormwater Capacity Grant

Project Title: —

State Fiscal Year: FY2014

Grant Number: G1400222

RECIPIENT Name: City of Des Moines

Mailing Address: 21650 11th Ave S, Des Moines, WA 98198
RECIPIENT Federal ID Number: 91-6016496

Total Eligible Cost:

($50,000 AND $120,000): $170,000

DEPARTMENT Funding Sources: N
ELSA - Operating: $50,000

ELSA - Capital Budget Provision: $120,000

DEPARTMENT Share: $170,000

DEPARTMENT Maximum Percentage: | 100%

Effective Date Of.This Grant Is:

July 1, 2013
Any work performed prior to the effective date of this
agreement 1s not eligible for reimbursement.

This Grant Agreement Expires On:

January 31, 2015




2013-15 Municipal Stormwater Capacity Grant Progrdin

State Of Washington, Department Of Ecology

RECIPIENT Contact:

Loren Reinhold

Telephone Number:

206-870-6524

E-Mail Address:

Ireinhold@desmoineswa.gov

RECIPIENT Billing Contact:

Loren Reinhold

Telephone Number:

206-870-6524

E-Mail Address:

Ireinhold@desmoineswa.gov

DEPARTMENT Project/Financial Manager:

Layne Slone

Water Quality Program
Washington State Department of Ecology

Mailing Address P.O. Box 47600
Olympia, WA 98504-7600
Telephone Number: 360-407-6225

Fax Number:

360-407-7151

E-Mail Address:

Layne.Slone@ecy.wa.gov

Designated Local Government Partners
(if applicable):

PART II. PERFORMANCE MEASURES

A, Water Quality Goal

Improved stormwater oversight and water quality protection through the direct
development and implementation of a comprehensive stormwater management program.

B. Project Outcomes

Implementation of Phase I and II municipal stormwater National Pollutant Discharge

Elimination System (NPDES) permits.

PART III. PROJECT DESCRIPTION

RECIPIENT will address implementation or management of municipal stormwater programs.
Additionally, the RECIPIENT s project will include project specific planning and design for a
retrofit project which includes low-impact development techniques.




2013-15 Municipal Stormwater Capacity Grant Prografn
State Of Washington, Department Of Ecology

PART IV. PROJECT BUDGET

Municipal Stormwater Capacity Grants Program, FY2014

y TOTAL ELIGIBLE
Elements/Objects COST (TEC)*
Task 1 — Project Administration/Management (limited to $5,000 $5.000
ELSA Operating Funds) d
Task 2 — Implementation And Management Of Stormwater
$45,000
Program
Task 3 — Pre-Construction Planning And Design (limited to $120.000
$120,000 ELSA Capital Budget Provisions) ?
Total (limited to $170,000 per RECIPIENT partner) $170,000

*The DEPARTMENT's Fiscal Office will track to the Total Eligible Project Cost.

MATCHING REQUIREMENTS (There are no matching requirements)

DEPARTMENT Share FY 2014 (100% of TEC) $170,000

PART V. SCOPE OF WORK
RECIPIENT will ensure that this project is completed according to the details of this agreement.

The RECIPIENT may elect to use its own forces or it may contract for professional services
necessary to perform and complete project related work.

Task 1 - Project Administration/Management

A. RECIPIENT will administer the project. Responsibilities will include, but not be limited
to: maintenance of project records; submittal of payment vouchers, fiscal forms, and
progress reports; compliance with applicable procurement, contracting, and interlocal
agreement requirements; application for, receipt of, and compliance with all required



2013-15 Municipal Stormwater Capacity Grant Progrll%
State Of Washington, Department Of Ecology

B.

G

D.

permits, licenses, easements, or property rights necessary for the project; and submittal of
required performance items.

RECIPIENT will manage the project. Efforts will include: conducting, coordinating, and
scheduling project activities and assuring quality control. RECIPIENT will maintain
effective communication with the DEPARTMENT, RECIPIENT's designees; all affected
local, state, or federal jurisdictions; and any interested individuals or groups. The
RECIPIENT will carry out this project in accordance with any completion dates outlined
in this agreement.

RECIPIENT will submit all invoice voucher submittals and supportive documentation to
the DEPARTMENT’s Project/Financial Manager.

If work conducted results in a report, the RECIPIENT will submit the following to the
DEPARTMENT’s Project/Financial Manager and in the quantities identified:

e Draft project completion report — one electronic copy

e Final project completion report — one paper copy, one electronic copy

RECIPIENT will submit two copies of any document(s) which requires DEPARTMENT
approval. Once approval is given, one copy will be returned to the RECIPIENT. If the
RECIPIENT needs more than one approved copy, the number of submittals should be
adjusted accordingly.

Task 2 — Implementation of Stormwater Planning and Management Needs

A. If the RECIPIENT is out of compliance with the municipal stormwater National Pollutant

Discharge Elimination System (NPDES) permit, the RECIPIENT must ensure funds are
used to attain compliance where applicable.

B. RECIPIENT may conduct work related to implementation of additional activities

required by the municipal stormwater NPDES permits. The following is a list of
elements RECIPIENT s project may include.

1) Public education and outreach activities, including stewardship activities.
2) Public involvement and participation activities.
3) Ilicit discharge detection and elimination (IDDE) program activities, including:

a) Mapping or geographic information systems of municipal separate storm sewer
systems (MS4s).
b) Staff training.
c) Activities to identify and remove illicit stormwater discharges.
d) Field screening procedures.
e) Complaint hotline database or tracking system improvements.
6
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2013-15 Municipal Stormwater Capacity Grant Progrdih
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4)

5)

6)
7
8)

9)

Activities to support programs to control runoff from new development, redevelopment,
and construction sites, including:

a) Development of an ordinance and associated technical manual or update of
applicable codes.

b) Inspections before, during, and upon completion of construction, or for post-
construction long-term maintenance.

c) Training for plan review and/or inspection staff.

d) Participation in applicable watershed planning effort.

Pollution prevention, good housekeeping, and operation and maintenance program
activities, such as:

a) Inspecting and/or maintaining the MS4 infrastructure.

b) Developing and/or implementing policies, procedures, or stormwater pollution
prevention plans at municipal properties or facilities.

Annual reporting activities.

Establishing and refining stormwater utilities, including stable rate structures.

Water quality monitoring to implement permit requirements for a Water Cleanup Plan
(TMDL). Note that any monitoring funded by this program requires submittal of a
Quality Assurance Project Plan (QAPP) that the DEPARMENT approves prior to
awarding funding for monitoring.

Monitoring, including:

a) Development of applicable QAPPs.

b) Monitoring activities, in accordance with a DEPARTMENT- approved QAPP, to
meet Phase I/II permit requirements.

Structural stormwater controls program activities (Phase I permit requirement)

10) Source control for existing development (Phase I permit requirement), including:

a) Inventory and inspection program.
b) Technical assistance and enforcement.
c) Staff training.

11) Equipment purchases that result directly in improved compliance with permit

requirements. Allowed costs for equipment purchases must be specific to implementing a
permit requirement (such as a vactor truck) rather than general use (such as a general use
pick-up truck). Qualified equipment purchases include but are not limited to:

a) Ilicit discharge testing equipment and materials.

b) Vactor truck or sweeper truck or MS4 maintenance activities.

c) Electronic devices dedicated to mapping of MS4 facilities and attributes.
d) Software dedicated to tracking permit implementation activities.

Task 3 — Preconstruction Planning and Design

A.

Project Summary. RECIPIENT will submit to the DEPARTMENT’s Project Manager for
review and acceptance and no later than October 1, 2013, an initial one to two page

7
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2013-15 Municipal Stormwater Capacity Grant Progr&?n
State Of Washington, Department Of Ecology

Project Summary. The Project Summary will include a description of the proposed
project identifying: 1) the area where the proposed project is to be installed or constructed
(including maps), 2) the stormwater best management practice(s) to be designed, 3) the
name of the appropriate design manual planned for use in the final design (see item D),
and 4) the water quality issue mitigated by the proposed project. The DEPARTMENT
will provide comments to the RECIPIENT within 14 calendar days of receipt of the
Project Summary. The DEPARTMENT’s Project Manager will work with the
DEPARTMENT’s engineer to review the Project Summary for consistency with the
appropriate design criteria and grant requirements. Detailed calculations and/or drawings
are not required at this time.

B. Pre-Design Report. RECIPIENT will submit two hard copies and one digital copy of the
Pre-design report to the DEPARTMENT s Project Manager for review and acceptance.
The DEPARTMENT’s Project Manager will work with the DEPARTMENT s engineer
to review the Project Summary for consistency with the appropriate design criteria and
grant requirements. Detailed calculations and/or drawings are required in the Pre-design
Report. The DEPARTMENT will provide comments to the RECIPIENT within 45 days
of receipt of the plans.

2 90 Percent Design Plans. RECIPIENT will submit two hard copies and one digital copy
of the 90 percent design plans to the DEPARTMENT's Project Manager for review and
acceptance. The DEPARTMENT will provide comments to the RECIPIENT within 45
days of receipt of the plans. The DEPARTMENT’s Project Manager will work with the
DEPARTMENT s engineer to review the plans and specifications for consistency with
the appropriate design criteria and grant requirements.

D. For above items A-C, the RECIPIENT must justify significant deviations from the

following:
1) The appropriate guidance manual below depends on the region that your project is
conducted:

e 2005 or 2012 Stormwater Management Manual for Western Washington
(SWMMWW), (the appropriate manual depends on the requirements of the
jurisdiction) or

* 2004 Stormwater Management Manual for Eastern Washington (SWMMEW),
both can be found at: http://www.ecy.wa.gov/programs/wg/stormwater/tech.html, or

* Low Impact Development Technical Guidance Manual for Puget Sound found
at: http://www.psp.wa.gov/downloads/LID/20121221 LIDmanual FINAL secure.pdf, or
¢ Equivalent design manuals, Eastern Washington Low Impact Development

Manual.
2) Equivalent manual as developed by the local jurisdiction and approved by the
DEPARTMENT.
3) Good engineering practices and generally recognized engineering standards.

E. SEPA. If applicable, the RECIPIENT will submit to the DEPARTMENT s Project
Manager, a copy of the State Environmental Review Act (SEPA) Lead Agency’s signed
and dated SEPA determination.

12
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E.

DAHP EZ-1. If applicable, the RECIPIENT will submit to the DEPARTMENT’s Project
Manager a Department of Archacology and Historic Preservation (DAHP) EZ-1 form to
initiate review of project activities by DAHP and tribal governments.

RECIPIENT will submit all pre-design figures and construction plans to the
DEPARTMENT, reduced to 11" x 17" in size. The RECIPIENT may bind them with the
specifications or related construction contract documents or bind as a separate document.
All reduced drawings must be legible.

Summary of Deliverables:

i Submit a Project Summary including maps, no later than October 1, 2013, for
review and acceptance of the proposed design project.

2. Submit a Pre-design report to the DEPARTMENT, no later than January 31, 2014
for review and acceptance.

3 Submit 90 percent design plans to the DEPARTMENT, no later than August 1,

2014 for review and acceptance.

4. If applicable, submit a copy of the signed and dated SEPA determination to the
DEPARTMENT.

5. If applicable, submit a copy of the DAHP EZ-1 form, for DEPARTMENT
coordination on compliance with Executive Order 05-05.

PART VI. SPECIAL TERMS AND CONDITIONS

None

PART VII. ALL WRITINGS CONTAINED HEREIN

The following contain the entire understanding between the parties, and there are no other
understandings or representations other than as set forth, or incorporated by reference, herein:

This agreement.

Attachment I General Project Management Requirements for the Municipal Stormwater
Capacity Grants Program.

Attachment II: General Terms and Conditions.

The effective edition, at the signing of this agreement, of the DEPARTMENT's
“Administrative Requirements for Recipients of Ecology Grants and Loans.”

The associated funding guidelines that correspond to the fiscal year in which the project
is funded.

The applicable federal and state statutes and regulations.

No subsequent modifications or amendments of this agreement will be of any force or effect
unless signed by authorized representatives of the RECIPIENT and the DEPARTMENT, and
made a part of this agreement, except that in response to a request from the RECIPIENT, the
DEPARTMENT may redistribute the grant budget. The DEPARTMENT or the RECIPIENT
may change their respective staff contacts without the concurrence of either party.

13



2013-15 Municipal Stormwater Capacity Grant Prograﬁl
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The RECIPIENT acknowledges that they have had the opportunity to thoroughly review the
terms of this agreement, the attachments, all incorporated or referenced documents, as well as all
applicable statutes, rules, and guidelines mentioned in this agreement.

The signatories to this Agreement represent that they have the authority to execute this
Agreement.

IN WITNESS WHEREOF, the parties sign this grant agreement:

STATE OF WASHINGTON CITY OF DES MOINES
DEPARTMENT OF ECOLOGY
KELLY SUSEWIND, P.E., P.Gc. DATE ANTHONY A. PIASECKI DATE

WATER QUALITY PROGRAM MANAGER CITY MANAGER

Approved As To Form Only
Assistant Attorney General

10
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ATTACHMENT I: General Project Management Requirements

For 2013-15 Municipal Stormwater Capacity Grants Program
Funding Agreement

A. ARCHEOLOGICAL AND CULTURAL RESOURCES

RECIPIENT must comply with all requirements listed in Executive Order 05-05 prior to
implementing any project that involves soil disturbing activity.

RECIPIENT must conduct and submit a cultural resources survey or complete and submit an
EZ-1 Form to the DEPARTMENT’s project manager prior to any soil disturbing activities. The
DEPARTMENT will contact the Department of Archaeology and: Historic Preservation
(DAHP) and affected tribes regarding the proposed project activities in order to meet Executive
Order 05-05 requirements. Any prior communication between the RECIPIENT, the DAHP, and
the tribes is not sufficient to meet requirements. Any mitigation measures as an outcome of this
process will be requirements of this agreement.

Any soil disturbing activities that occur prior to the completion of the Executive Order 05-
05 process will not be eligible for reimbursement. Activities associated with cultural resources
review are grant eligible and reimbursable.

The Department of Archaeology and Historic Preservation has provided guidance that can be
accessed online at:

http://www.dahp.wa.gov/pages/Documents/EnvironmentalReview.htm and
http://www.dahp.wa.gov/pages/EnvironmentalReview/documents/e00505Guidance 000.pdf.

B. EDUCATION AND OUTREACH

RECIPIENT must do a regional search for existing materials before producing any new
educational flyers or pamphlets. The RECIPIENT must request the use of those materials
before time and resources are invested to duplicate materials that are already available.

RECIPIENT must also check the Washington Waters website
http://www.ecy.wa.gov/washington_waters/index.html for useful educational materials.
These materials are available for public use and can be downloaded directly from the
website.

RECIPIENT must provide the DEPARTMENT up to two copies and an electronic copy on a
CD-ROM of any tangible educational products developed under this grant, such as
brochures, manuals, pamphlets, videos, audio tapes, CDs, curriculum, posters, and media
announcements or gadgets, such as a refrigerator magnet with a message. If this is not
practical, the RECIPIENT must provide a complete description including drawings,
photographs, or printouts of the product.

RECIPIENT must also supply the DEPARTMENT with the names and contact information
of local project leads.

1§
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[f there are a significant number of people in the community that speak languages other than
English, then the RECIPIENT must produce all public outreach materials, pamphlets, fliers,
meeting notices, reports, and other educational materials in English and in the other prevalent
language.

C. EQUIPMENT PURCHASE

RECIPIENT must get written, prior approval from the DEPARTMENT for any equipment
purchase.

D. FUNDING RECOGNITION

RECIPIENT must inform the public about DEPARTMENT funding participation in this
project through the use of project signs, acknowledgement in published materials, reports, the
news media, or other public announcements. Projects addressing site-specific locations must

utilize appropriately sized and weather-resistant signs. Sign logos are available from the
DEPARTMENT upon request.

E. INCREASED OVERSIGHT

[f this project is selected for increased oversight, the RECIPIENT must submit all backup
documentation with each payment request submittal. In addition, the DEPARTMENT’s
Project Manager must establish a schedule for additional site visits to provide technical
assistance to the RECIPIENT and verify progress or payment information.

F. INDIRECT RATE

To acknowledge overhead costs, the RECIPIENT may charge an indirect rate of up to 25
percent based on employees’ direct salary and benefit costs incurred while conducting
project-related work. The DEPARTMENT s Financial Manager may require a list of items
included in the indirect rate at any time.

G. MINORITY AND WOMEN'S BUSINESS PARTICIPATION

RECIPIENT agrees to solicit and recruit, to the extent possible, certified minority-owned
(MBE) and women-owned (WBE) businesses in purchases and contracts initiated after the
effective date of this agreement.

Contract awards or rejections cannot be made based on MBE or WBE participation.
M/WBE participation is encouraged, however, and the RECIPTENT and all prospective
bidders or persons submitting qualifications should take the following steps, when possible,
in any procurement initiated after the effective date of this agreement:

a) Include qualified minority and women's businesses on solicitation lists.
b) Assure that qualified minority and women's businesses are solicited whenever they are
potential sources of services or supplies.

12
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c) Divide the total requirements, when economically feasible, into smaller tasks or
quantities, to permit maximum participation by qualified minority and women's
businesses.

d) Establish delivery schedules, where work requirements permit, which will encourage
participation of qualified minority and women's businesses.

e) Use the services and assistance of the State Office of Minority and Women's Business
Enterprises (OMWBE) and the Office of Minority Business Enterprises of the U.S.
Department of Commerce, as appropriate.

RECIPIENT must report to the DEPARTMENT at the time of submitting each invoice, on
forms provided by the DEPARTMENT, payments made to qualified firms. Please include
the following information:

a) Name and state OMWBE certification number (if available) of any qualified firm
receiving funds under the invoice, including any sub-and/or sub-subcontractors.

b) The total dollar amount paid to qualified firms under this invoice.

H. PAYMENT REQUEST SUBMITTALS

Payment Request Submittals. The DEPARTMENT s Project/Financial Manager may require
the RECIPIENT to submit regular payment requests to ensure efficient and timely use of
funds.

Payment Schedule. Payments will be made on a cost-reimbursable basis.

Frequency. The RECIPIENT must submit payment requests at least quarterly but no more
often than monthly, unless allowed by the DEPARTMENT’s Financial Manager.

Supporting Documentation. The RECIPIENT must submit all payment request vouchers and
supportive documentation to the DEPARTMENT’s Financial Manager. Payment request
voucher submittals are based on match requirements found in the budget.

Reporting Eligible Costs. The RECIPIENT must report all eligible costs incurred on the
project, regardless of the source of funding for those costs. This includes costs used as
match. All eligible and ineligible project costs must be separate and identifiable.

Copies of all applicable forms must be included with an original A19-1A, and must be
submitted to the DEPARTMENT. Blank forms are found in Administrative Requirements
for Recipients of Ecology Grants and Loans at http://www.ecy.wa.gov/biblio/91 18 html.

Required Forms: Where Eligible Costs Have Incurred:
Form A19-1A (original signature) Form E (ECY 060-12)
Form B2 (ECY 060-7) Form F (ECY 060-13)
Form C2 (ECY 060-9) Form G (ECY 060-14)
Form D (ECY 060-11) Form H (F-21)
Form I (ECY 060-15)
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I. POST PROJECT ASSESSMENT

RECIPIENT agrees to submit a brief survey regarding the key project results or water quality
project outcomes and the status of long-term environmental results or goals from the project
three years after project completion.

DEPARTMENT s Water Quality Program Performance Measures Lead will contact the
RECIPIENT before the Post Project Assessment date to request this data.

DEPARTMENT may also conduct site interviews and inspections, and may otherwise
evaluate the Project, as part of this assessment.

J. PROCUREMENT

RECIPIENT certifies by signing this agreement that all applicable requirements have been
satisfied in the procurement of any professional services. Eligible and ineligible project costs
are separate and 1dentifiable for billing purposes. If professional services are contracted, the
RECIPIENT will submit a copy of the final contract to the DEPARTMENT s
Project/Financial Manager.

K. PROGRESS REPORTS

RECIPIENT must submit quarterly progress reports to the DEPARTMENT’s Financial
Manager and Project Manager. Payment requests will not be processed without a progress
report.

Report Content. Ata minimum, all progress reports must contain a comparison of actual
accomplishments to the objectives established for the period, the reasons for delay if
established objectives were not met, analysis and explanation of any cost overruns, and any
additional pertinent information specified in this agreement. The RECIPIENT must also
attach all landowner agreements signed during the respective quarter to each progress report.

Reporting Periods. Quarterly progress reports are due 15 days following the end of the quarter:
January | through March 31

April 1 through June 30
July 1 through September 30
October 1 through December 31

L. REQUIRED DOCUMENT SUBMITTALS

RECIPIENT must submit the following documents to the DEPARTMENT as requested by
the DEPARTMENT’s Project Manager or Financial Manager:

e Draft project completion report — 1 copy.

e Electronic copy of final project completion report — 1 copy.

e Final project completion report — 1 copy.

e Educational products developed under this agreement — up to 2 copies.
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e Documents that require DEPARTMENT Approval — 2 copies (one for the
DEPARTMENT and one for the RECIPIENT).

e Interlocal agreements — 1 copy for the DEPARTMENT’s Project/Financial Manager.

e Professional services procurement agreements — 1 copy to the DEPARTMENT s
Project/Financial Manager.

M. SPECIAL CONDITION FOR SNOHOMISH COUNTY AND KING COUNTY

For either Snohomish County or King County: When this agreement crosses the
RECIPIENT's fiscal year, the obligation of the RECIPIENT to continue or complete the
project described herein will be contingent upon appropriation of funds by the RECIPIENT's
governing body; provided that nothing contained herein will preclude the DEPARTMENT
from demanding repayment of funds paid to the RECIPIENT in accordance with Section O
of the appended General Terms and Conditions.

N. WATER QUALITY MONITORING

Quality Assurance Project Plan (QAPP). Prior to initiating water quality monitoring
activities, the RECIPIENT must prepare a Quality Assurance Project Plan (QAPP). The

" QAPP must follow Ecology’s Guidelines and Specifications for Preparing Quality Assurance
Project Plans for Environmental Studies, February 2001 (Ecology Publication No. 01-03-
003). The applicant may also reference the Technical Guidance for Assessing the Quality of
Aquatic Environments, revised February 1994 (Ecology Publication No. 91-78) or more
current revision, in developing the QAPP.

RECIPIENT must submit the QAPP to the DEPARTMENT’s project manager for review,
comment, and must be approved before starting the environmental monitoring activities.

RECIPIENT must use an environmental laboratory accredited by the DEPARTMENT to
analyze water samples for all parameters to be analyzed that require bench testing,
Information on currently accredited laboratories and the accreditation process is provided on
the Department of Ecology’s Environmental Assessment Program’s website, available at:

http://www.ecy.wa.gov/programs/eap/labs/search.html

RECIPIENT should manage all monitoring data collected or acquired under this agreement
in order to be available to secondary users and meet the “ten-year rule.” The ten-year rule
means that data documentation is sufficient to allow an individual not directly familiar with
the specific monitoring effort to understand the purpose of the data set, methods used, results
obtained, and quality assurance measures taken ten years after data are collected.

Monitoring Data Submittal / Environmental Information Management System. Funding
recipients that collect water quality monitoring data must submit all data to the
DEPARTMENT through the Environmental Information Management System (EIM). Data
must be submitted by following instructions on the EIM website, currently available at:
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http://www.ecy.wa.gov/eim
The data submittal portion of the EIM website provides information and help on formats and
requirements for submitting tabular data. Specific questions about data submittal can be
directed to the EIM Data Coordinator, currently available at:

eim data coordinator(@ecy.wa.cov

If GIS data 1s collected, the DEPARTMENT s data standards are encouraged. An Ecology
Focus Sheet entitled GIS Data and Ecology Grants (Publication No. 98-1812-SEA) outlines
the standards. Common standards must be used for infrastructure details, such as geographic
names, Geographic Information System (GIS) coverage, list of methods, and reference
tables.
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ATTACHMENT II: General Terms And Conditions
Pertaining To Grant And Loan Agreements Of The Department Of Ecology

A. RECIPIENT PERFORMANCE

All activities for which grant/loan funds are to be used shall be accomplished by the RECIPIENT and
RECIPIENT's employees. The RECIPIENT shall only use contractor/consultant assistance if that has
been included in the agreement’s final scope of work and budget.

B. SUBGRANTEE/CONTRACTOR COMPLIANCE
The RECIPIENT must ensure that all subgrantees and contractors comply with the terms and conditions
of this agreement.

C. THIRD PARTY BENEFICIARY

The RECIPIENT shall ensure that in all subcontracts entered into by the RECIPIENT pursuant to this
agreement, the state of Washington is named as an express third-party beneficiary of such subcontracts
with full rights as such.

D. CONTRACTING FOR SERVICES (BIDDING)

Contracts for construction, purchase of equipment and professional architectural and engineering services
shall be awarded through a competitive process, if required by State law. RECIPIENT shall retain copies
of all bids received and contracts awarded, for inspection and use by the DEPARTMENT.

E. ASSIGWNMENTS
No right or claim of the RECIPIENT arising under this agreement shall be transferred or assigned by the
RECIPIENT.

F. COMPLIANCE WITH ALL LAWS
1. The RECIPIENT shall comply fully with all applicable Federal, State and local laws, orders,
regulations and permits.

Prior to commencement of any construction, the RECIPIENT shall secure the necessary approvals
and permits required by authorities having jurisdiction over the project, provide assurance to the
DEPARTMENT that all approvals and permits have been secured, and make copies available to the
DEPARTMENT upon request.

2. Discrimination. The DEPARTMENT and the RECIPIENT agree to be bound by all Federal and State
laws, regulations, and policies against discrimination. The RECIPIENT further agrees to affirmatively
support the program of the Office of Minority and Women's Business Enterprises to the maximum
extent possible. If the agreement is federally-funded, the RECIPIENT shall report to the
DEPARTMENT the percent of grant/loan funds available to women or minority owned businesses.

3. Wages And Job Safety. The RECIPIENT agrees to comply with all applicable laws, regulations, and
policies of the United States and the State of Washington which affect wages and job safety.

4. Industrial Insurance. The RECIPIENT certifies full compliance with all applicable state industrial
insurance requirements. If the RECIPIENT fails to comply with such laws, the DEPARTMENT shall
have the right to immediately terminate this agreement for cause as provided in Section K.1, herein.

G. KICKBACKS

The RECIPIENT is prohibited from inducing by any means any person employed or otherwise involved
in this project to give up any part of the compensation to which he/she is otherwise entitled or, receive
any fee, commission or gift in return for award of a subcontract hereunder.

H. AUDITS AND INSPECTIONS
1. The RECIPIENT shall maintain complete program and financial records relating to this agreement.
Such records shall clearly indicate total receipts and expenditures by fund source and task or object.

1

21



2013-15 Municipal Stormwater Capacity Grant Progr%%n
State Of Washington, Department Of Ecology

All grant/loan records shall be kept in a manner which provides an audit trail for all expenditures. All
records shall be kept in a common file to facilitate audits and inspections.

Engineering documentation and field inspection reports of all construction work accomplished under
this agreement shall be maintained by the RECIPIENT.

2. All grant/loan records shall be open for audit or inspection by the DEPARTMENT or by any duly
authorized audit representative of the State of Washington for a period of at least three years after the
final grant payment/loan repayment or any dispute resolution hereunder. If any such audits identify
discrepancies in the financial records, the RECIPIENT shall provide clarification and/or make
adjustments accordingly.

3. All work performed under this agreement and any equipment purchased, shall be made available to
the DEPARTMENT and to any authorized state, federal or local representative for inspection at any
time during the course of this agreement and for at least three years following grant/loan termination
or dispute resolution hereunder.

4. RECIPIENT shall meet the provisions in OMB Circular A-133 (Audits of States, Local Governments
& Non Profit Organizations), including the compliance Supplement to OMB Circular A-133, if the
RECIPIENT expends $500,000 or more in a year in Federal funds. The $500,000 threshold for each
year is a cumulative total of all federal funding from all sources. The RECIPIENT must forward a
copy of the audit along with the RECIPIENT’S response and the final corrective action plan to the
DEPARTMENT within ninety (90) days of the date of the audit report.

I. PERFORMANCE REPORTING

The RECIPIENT shall submit progress reports to the DEPARTMENT with each payment request or such
other schedule as set forth in the Special Conditions. The RECIPIENT shall also report in writing to the
DEPARTMENT any problems, delays or adverse conditions which will materially affect their ability to
meet project objectives or time schedules. This disclosure shall be accompanied by a statement of the
action taken or proposed and any assistance needed from the DEPARTMENT to resolve the situation.
Payments may be withheld if required progress reports are not submitted.

Quarterly reports shall cover the periods January 1 through March 31, April 1 through June 30, July 1
through September 30, and October 1 through December 31. Reports shall be due within thirty (30) days
following the end of the quarter being reported.

J. COMPENSATION

1. Method of compensation. Payment shall normally be made on a reimbursable basis as specified in the
grant agreement and no more often than once per month. Each request for payment will be submitted
by the RECIPIENT on State voucher request forms provided by the DEPARTMENT along with
documentation of the expenses. Payments shall be made for each task/phase of the project, or portion
thereof, as set out in the Scope of Work when completed by the RECIPIENT and approved as
satisfactory by the Project Officer.

The payment request form and supportive documents must itemize all allowable costs by major
elements as described in the Scope of Work. Instructions for submitting the payment requests are
found in "Administrative Requirements for RECIPIENTS of Ecology Grants and Loans", part IV,
published by the DEPARTMENT. A copy of this document shall be furnished to the RECIPIENT.
When payment requests are approved by the DEPARTMENT, payments will be made to the mutually
agreed upon designee. Payment requests shall be submitted to the DEPARTMENT and directed to
the Project Officer assigned to administer this agreement.

2. Period of Compensation. Payments shall only be made for actions of the RECIPIENT pursuant to the
grant/loan agreement and performed after the effective date and prior to the expiration date of this
agreement, unless those dates are specifically modified in writing as provided herein.
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3.

Final Request(s) for Payment. The RECIPIENT should submit final requests for compensation within
forty-five (45) days after the expiration date of this agreement and within fifteen (15) days after the
end of a fiscal biennium. Failure to comply may result in delayed reimbursement.

Performance Guarantee. The DEPARTMENT may withhold an amount not to exceed ten percent
(10%) of each reimbursement payment as security for the RECIPIENT's performance. Monies
withheld by the DEPARTMENT may be paid to the RECIPIENT when the project(s) described
herein, or a portion thereof, have been completed if, in the DEPARTMENT's sole discretion, such
payment is reasonable and approved according to this agreement and, as appropriate, upon completion
of an audit as specified under section I.5. herein.

Unauthorized Expenditures. All payments to the RECIPIENT may be subject to final audit by the
DEPARTMENT and any unauthorized expenditure(s) charged to this grant/loan shall be refunded to
the DEPARTMENT by the RECIPIENT.

Mileage and Per Diem. If mileage and per diem are paid to the employees of the RECIPIENT or other
public entities, it shall not exceed the amount allowed under state law for state employees.

Overhead Costs. No reimbursement for overhead costs shall be allowed unless provided for in the
Scope of Work hereunder.

K. TERMINATION

1.

For Cause. The obligation of the DEPARTMENT to the RECIPIENT is contingent upon satisfactory
performance by the RECIPIENT of all of its obligations under this agreement. In the event the
RECIPIENT unjustifiably fails, in the opinion of the DEPARTMENT, to perform any obligation
required of it by this agreement, the DEPARTMENT may refuse to pay any further funds there under
and/or terminate this agreement by giving written notice of termination.

A written notice of termination shall be given at least five working days prior to the effective date of
termination. In that event, all finished or unfinished documents, data studies, surveys, drawings,
maps, models, photographs, and reports or other materials prepared by the RECIPIENT under this
agreement, at the option of the DEPARTMENT, shall become Department property and the
RECIPIENT shall be entitled to receive just and equitable compensation for any satisfactory work
completed on such documents and other materials.

Despite the above, the RECIPIENT shall not be relieved of any liability to the DEPARTMENT for
damages sustained by the DEPARTMENT and/or the State of Washington because of any breach of
agreement by the RECIPIENT. The DEPARTMENT may withhold payments for the purpose of
setoff until such time as the exact amount of damages due the DEPARTMENT from the RECIPIENT
is determined.

Insufficient Funds. The obligation of the DEPARTMENT to make payments is contingent on the
availability of state and federal funds through legislative appropriation and state allotment. When this
agreement crosses over state fiscal years the obligation of the DEPARTMENT is contingent upon the
appropriation of funds during the next fiscal year. The failure to appropriate or allot such funds shall
be good cause to terminate this agreement as provided in paragraph K.1 above.

When this agreement crosses the RECIPIENT's fiscal year, the obligation of the RECIPIENT to
continue or complete the project described herein shall be contingent upon appropriation of funds by
the RECIPIENT's governing body; provided, however, that nothing contained herein shall preclude
the DEPARTMENT from demanding repayment of ALL funds paid to the RECIPIENT in accordance
with Section O herein.

Failure to Commence Work. In the event the RECIPIENT fails to commence work on the project
funded herein within four months after the effective date of this agreement, or by any date agreed
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upon in writing for commencement of work, the DEPARTMENT reserves the right to terminate this
agreement.

L. WAIVER
Waiver of any RECIPIENT default is not a waiver of any subsequent default. Waiver of a breach of any
provision of this agreement is not a waiver of any subsequent breach and will not be construed as a

modification of the terms of this agreement unless stated as such in writing by the authorized
representative of the DEPARTMENT.

M. PROPERTY RIGHTS

l.

(S

Copyrights and Patents. When the RECIPIENT creates any copyrightable materials or invents any
patentable property, the RECIPIENT may copyright or patent the same but the DEPARTMENT
retains a royalty-free, nonexclusive and irrevocable license to reproduce, publish, recover or
otherwise use the material(s) or property and to authorize others to use the same for federal, state or
local government purposes. Where federal funding is involved, the federal government may have a
proprietary interest in patent rights to any inventions that are developed by the RECIPIENT as
provided in 35 U.S.C. 200-212.

Publications. When the RECTPIENT or persons employed by the RECIPIENT use or publish
information of the DEPARTMENT; present papers, lectures, or seminars involving information
supplied by the DEPARTMENT; use logos, reports, maps or other data, in printed reports, signs,
brochures, pamphlets, etc., appropriate credit shall be given to the DEPARTMENT.

Tangible Property Rights. The DEPARTMENT's current edition of " Administrative Requirements for
Recipients of Ecology Grants and Loans", Part V, shall control the use and disposition of all real and
personal property purchased wholly or in part with funds furnished by the DEPARTMENT in the
absence of state, federal statute(s), regulation(s), or policy(s) to the contrary or upon specific
instructions with respect thereto in the Scope of Work.

Personal Property Furnished by the DEPARTMENT. When the DEPARTMENT provides personal
property directly to the RECIPIENT for use in performance of the project, it shall be returned to the
DEPARTMENT prior to final payment by the DEPARTMENT. If said property is lost, stolen or
damaged while in the RECIPIENT's possession, the DEPARTMENT shall be reimbursed in cash or
by setoff by the RECIPIENT for the fair market value of such property.

Acquisition Projects. The following provisions shall apply if the project covered by this agreement
includes funds for the acquisition of land or facilities:

a. Prior to disbursement of funds provided for in this agreement, the RECIPIENT shall
establish that the cost of land/or facilities is fair and reasonable.

b. The RECIPIENT shall provide satisfactory evidence of title or ability to acquire title for
each parcel prior to disbursement of funds provided by this agreement. Such evidence
may include title insurance policies, Torrens certificates, or abstracts, and attorney's
opinions establishing that the land is free from any impediment, lien, or claim which
would impair the uses contemplated by this agreement.

Conversions. Regardless of the contract termination date shown on the cover sheet, the RECIPIENT
shall not at any time convert any equipment, property or facility acquired or developed pursuant to
this agreement to uses other than those for which assistance was originally approved without prior
written approval of the DEPARTMENT. Such approval may be conditioned upon payment to the
DEPARTMENT of that portion of the proceeds of the sale, lease or other conversion or encumbrance
which monies granted pursuant to this agreement bear to the total acquisition, purchase or
construction costs of such property.
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N. SUSTAINABLE PRODUCTS

In order to sustain Washington’s natural resources and ecosystems, the RECIPIENT is encouraged to
implement sustainable practices where and when possible. These practices include use of clean energy,
and purchase and use of sustainably produced products (e.g., recycled paper). For more information, see
http://www.ecy.wa.gov/sustainability/.

O.RECOVERY OF PAYMENTS TO RECIPIENT

The right of the RECIPIENT to retain monies paid to it as reimbursement payments is contingent upon
satisfactory performance of this agreement including the satisfactory completion of the project described
in the Scope of Work. In the event the RECIPIENT fails, for any reason, to perform obligations required
of it by this agreement, the RECIPIENT may, at the DEPARTMENT's sole discretion, be required to
repay to the DEPARTMENT all grant/loan funds disbursed to the RECIPIENT for those parts of the
project that are rendered worthless in the opinion of the DEPARTMENT by such failure to perform.

Interest shall accrue at the rate of twelve percent (12%) per year from the time the DEPARTMENT
demands repayment of funds. If payments have been discontinued by the DEPARTMENT due to
insufficient funds as in Section K.2 above, the RECIPIENT shall not be obligated to repay monies which
had been paid to the RECIPIENT prior to such termination. Any property acquired under this agreement,
at the option of the DEPARTMENT, may become the DEPARTMENT'S property and the RECIPIENT'S
liability to repay monies shall be reduced by an amount reflecting the fair value of such property.

P.PROJECT APPROVAL

The extent and character of all work and services to be performed under this agreement by the
RECIPIENT shall be subject to the review and approval of the DEPARTMENT through the Project
Officer or other designated official to whom the RECIPIENT shall report and be responsible. In the event
there is a dispute with regard to the extent and character of the work to be done, the determination of the
Project Officer or other designated official as to the extent and character of the work to be done shall
govern. The RECIPIENT shall have the right to appeal decisions as provided for below.

Q. DISPUTES

Except as otherwise provided in this agreement, any dispute concerning a question of fact arising under
this agreement which is not disposed of in writing shall be decided by the Project Officer or other
designated official who shall provide a written statement of decision to the RECIPIENT. The decision of
the Project Officer or other designated official shall be final and conclusive unless, within thirty days
from the date of receipt of such statement, the RECIPIENT mails or otherwise furnishes to the Director of
the DEPARTMENT a written appeal.

In connection with appeal of any proceeding under this clause, the RECIPIENT shall have the opportunity
to be heard and to offer evidence in support of this appeal. The decision of the Director or duly authorized
representative for the determination of such appeals shall be final and conclusive. Appeals from the
Director's determination shall be brought in the Superior Court of Thurston County. Review of the
decision of the Director will not be sought before either the Pollution Control Hearings Board or the
Shoreline Hearings Board. Pending final decision of dispute hereunder, the RECIPIENT shall proceed
diligently with the performance of this agreement and in accordance with the decision rendered.

R. CONFLICT OF INTEREST

No officer, member, agent, or employee of either party to this agreement who exercises any function or
responsibility in the review, approval, or carrying out of this agreement, shall participate in any decision
which affects his/her personal interest or the interest of any corporation, partnership or association in
which he/she is, directly or indirectly interested; nor shall he/she have any personal or pecuniary interest,
direct or indirect, in this agreement or the proceeds thereof.
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S.INDEMNIFICATION
1. The DEPARTMENT shall in no way be held responsible for payment of salaries, consultant's fees,
and other costs related to the project described herein, except as provided in the Scope of Work.

2. To the extent that the Constitution and laws of the State of Washington permit, each party shall
indemnify and hold the other harmless from and against any liability for any or all injuries to persons
or property arising from the negligent act or omission of that party or that party's agents or employees
arising out of this agreement. '

T. GOVERNING LAW
This agreement shall be governed by the laws of the State of Washington.

U.SEVERABILITY

If any provision of this agreement or any provision of any document incorporated by reference shall be
held invalid, such invalidity shall not affect the other provisions of this agreement which can be given
effect without the invalid provision, and to this end the provisions of this agreement are declared to be
severable.

V.PRECEDENCE

In the event of inconsistency in this agreement, unless otherwise provided herein, the inconsistency shall
be resolved by giving precedence in the following order: (a) applicable Federal and State statutes and
regulations; (b) Scope of Work; (c) Special Terms and Conditions; (d) Any terms incorporated herein by
reference including the "Administrative Requirements for Recipients of Ecology Grants and Loans"; and
(e) the General Terms and Conditions.

W. SUSPENSION

The obligation of DEPARTMENT to make payments is contingent on the availability of funds. In the
event funding from state, federal, or other sources is withdrawn, reduced, or limited in any way after the
effective date and prior to completion or expiration date of this agreement, DEPARTMENT may elect to
renegotiate the agreement subject to new funding limitations and conditions or terminate the agreement,
in whole or part. DEPARTMENT may also elect to suspend performance of the agreement until such
time as DEPARTMENT determines that the funding insufficiency is resolved in lieu of terminating the
agreement. DEPARTMENT will provide written notice to RECIPIENT if funding is not available.

SS-010 Rev. 04/04
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27 Consent Agenda ltem #3

AGENDA ITEM

BUSINESS OF THE CITY COUNCIL
City of Des Moines, WA

SUBJECT: Resolution for City of Des Moines FOR AGENDA OF: November 14, 2013
Participation in the Association of Washington

Cities Employee Benefit Trust Health Care DEPT. OF ORIGIN: Administration
Program
ATTACHMENTS: DATE SUBMITTED: November 4, 2013

1. Resolution 13-248 — Interlocal Agreement
with AWC Benefit Trust for Healthcare CLEARANCESs
Benefits [X] Legal
[X] Finance
[ ] Marina N/A
[ ] Parks, Recreation & Senior Services N/A
[ ] Planning, Building & Public Works N/A
[ ] Police N/A
[ ] Courts N/A
APPROVED BY CITY /ﬁj?ﬁER
FOR SUBMITTAL;_:
7

Purpose and Recommendation

The purpose of this resolution is to seek council approval for an interlocal agreement with the
Association of Washington Cities Employee Benefit Trust to provide insured health and welfare benefit
plans for employees

Suggested Motion

First Motion: [ move to enter into an Agreement with the Association of Washington Employee
Benefit Trust to provide health insurance for City of Des Moines employees and to authorize the City
Manager to sign the Agreement substantially in the form as attached.

Background

During the 2014 budget process, Alliant, our current healthcare broker advised the cost of healthcare
benefits for the City of Des Moines employees would increase by 31%. As a result, we began
researching alternatives that might be more cost effective and discussing those alternatives with the
various employee groups.
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Discussion

The Des Moines Police Guild and the Commanders Association have contracts that run through the end
0f 2014. The Teamsters, General Employees and Exempt Employees have contracts or agreements that
expire at the end of 2013. AWC Benefit Trust offers several different insurance plans with different
premiums and different levels of benefits.

The Collective Bargaining Agreements and Memorandums of Understanding with our employee groups
allow management to change healthcare providers if the new coverage is “comparable” to the existing
coverage. The Healthfirst coverage offered by the AWC Benefit Trust is comparable to the Group
Health Options plan, the Group Health $10 co-pay is the same plan and the 2014 monthly premiums will
be less than those proposed by Alliant.

Alternatives

Council could recommend we continue with the current plan through Clearpoint for all employees
through 2014,

Council could recommend we continue with the current plan for those bargaining groups that have
contracts through 2014 and change providers for those employees with contracts ending in 2013.

Council could direct administration to continue their search for an alternative solution.

Financial Impact

The cost of AWC Benefit Trust Healthfirst is 10% more for a family of four than the 2013 cost for a
family of four. However, that increase is 21% less than the proposed 31% increase by Alliant. AWC
Benefit Trust did not increase its rates from 2013 to 2014,

There is also the potential of negotiating with the employees to transition to one of the less rich medical
plans at lower premiums.

Recommendation or Conclusion

Staff recommends approval of the interlocal agreement
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i Attachment #1

CITY ATTORNEY'S FIRST DRAFT 11/5/2013

DRAFT RESOLUTION NO. 13-248

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF DES
MOINES, WASHINGTON, entering into an Interlocal Agreement (ILA)
with the Association of Washington Cities Employee Benefit Trust
Health Care Program.

WHEREAS, the AWC Benefit Trust is an entity to which
contributing entities receive one or more insured health and
welfare benefit plans for participating employees and their
covered dependents, on whose behalf the contributions were paid,
and

WHEREAS, the AWC Benefit Trust qualifies as a voluntary
employee beneficiary association within the means of Section
501(c) (9) of the Internal Revenue Code (“VEBA"), providing for
the payment of 1life, sick, accident or other benefits to
Beneficiaries, and

WHEREAS, it appears economically feasible and practical
for the City of Des Moines to participate in this ILA, and

WHEREAS, chapter 48.62 RCW provides that two or more
local government entities may, by ILA under chapter 39.34 RCW,
jointly self-insure health benefits plans and program, and/or
jointly hire risk management services for such plans or programs
by any one or more of certain specified methods, and

WHEREAS, the Association of Washington Cities Employee
Benefit Trust ILA attached hereto as Exhibit “A” creates a joint
self-insured health and welfare benefit program to be
administered by the Trustees for the purposes of providing self-
insured health benefits to Beneficiaries, and

WHEREAS, WAC 200-110-030 requires every local government
entity participating in a Jjoint self-insurance health and
welfare benefit program to adopt such program by Resolution, and

WHEREAS, chapter 48.62 RCW requires Health Care Program
assets to be managed consistent with existing authority over use
of municipal funds in RCW 35.39.030. The Trust will manage
Health Care Program reserves in compliance with chapter 48.62
RCW; RCW 35.39.030, and the Health Care Program Investment
Policy, and
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Draft Resolution No. 132-248
Page 2 of 2

WHEREAS, all premium contributions for use in the Health
Care Program are deposited into a designated account within the
Trust, the Health Care Program Account (the “HCP Account”), and
the HCP Account represents a pool of funds that is independent
of all other Trust or AWC funds, and

WHERAS, the Trust intends to manage the HCP Account assets
in compliance with federal and state laws and the attached ILA,
and

WHEREAS, The City of Des Moines believes it is in the best
interest of the Health Care Program to allow the Trust to manage
the HCP Account; now therefore,

THE CITY COUNCIL OF THE CITY OF DES MOINES RESOLVES AS FOLLOWS:

The ILA with the Association of Washington Cities Employee
Benefit Trust Health Care Program, attached as Exhibit “a”, is
hereby adopted.

ADOPTED BY the City Council of the City of Des Moines,
Washington this 14th day of November, 2013 and signed in
authentication thereof this 14th day of November, 2013.

MAY OR

APPROVED AS TO FORM:

City Attorney

ATTEST:

City Clerk
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31 EXHIBIT A

ASSOCIATION OF WASHINGTON CITIES EMPLOYEE BENEFIT TRUST
HEALTH CARE PROGRAM
INTERLOCAL AGREEMENT

This Agreement is made and entered into in the State of Washington by and among the
Association of Washington Cities Employee Benefit Trust (the “Trust”) and cities and towns,
and non-city entities organized and existing under the Constitution or laws of the State of
Washington and who are members of the Trust (“Participating Cities and Towns,” or
“Participating Non-City Entities”), all of whom are signatories to this Agreement.

RECITALS

WHEREAS, the Trust is an entity to which contributions by Participating Cities and
Towns and Non-City Entities (defined below) and Participating Employees (defined below) are
paid and through which the Board of Trustees provides one or more insured health and welfare
benefit plans or programs to Participating Employees, their covered dependents and other
beneficiaries (“Beneficiaries™), on whose behalf the contributions were paid; and

WHEREAS, the Trust qualifies as a voluntary employee beneficiary association within
the meaning of Section 501(c)(9) of the Internal Revenue Code (“VEBA™), providing for the
payment of life, sick, accident or other benefits to Beneficiaries; and

WHEREAS, the Trust and the Participating Cities and Towns have determined that it is
in the best interest of Participating Cities and Towns to jointly self-insure certain health benefit
plans and programs for Beneficiaries through a designated account within the Trust, while at the
same time having the Trust continue as the entity to which health and welfare benefit plan or
program contributions are paid and through which insured health and welfare benefit plans and
programs are provided to Beneficiaries; and

WHEREAS, it appears economically feasible and practical for the parties to this
Agreement (defined below) to do so; and

WHEREAS, Chapter 48.62 RCW provides that two or more local government entities
may, by Interlocal agreement under Chapter 39.34 RCW, jointly self-insure health benefit plans
and programs, and/or jointly hire risk management services for such plans or programs by any
one or more of certain specified methods; and

WHEREAS, each local government entity that is a signatory hereto, as required by
WAC 200-110-030, acts upon the authority of a resolution adopting this Agreement and the
Health Care Program (defined below) created herein;

NOW, THEREFORE, for and in consideration of all of the mutual benefits, covenants
and agreements contained herein, the parties hereto agree as follows:
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ARTICLE 1
DEFINITIONS

The following are definitions of terms used in the Agreement. Unless indicated

otherwise, other terms are defined where they are first used. Defined terms are capitalized when
used in the defined context.

L1

1.2

1

1.4

1t

1.6

1.7

1.8

Agreement means this Interlocal Agreement entered into under the authority of Chapter
39.34 RCW and as required by RCW 48.62.031(2) between the Trust and Participating
Employers.

Association of Washington Cities or AWC means the Association of Washington
Cities, a not-for-profit membership association established pursuant to the laws of the
state of Washington for the purpose of providing various services to and on behalf of its
member cities.

Association of Washington Cities Employee Benefit Trust or the Trust means the trust
and all property and money held by such entity, including all contract rights and records,
established for the sole purpose of providing life, sick accident or other health and
welfare benefits to Participating Employees, their covered dependents and other
beneficiaries, and which is approved by the Internal Revenue Service as a VEBA.

Employee Benefits Advisory Committee or EBAC means the committee defined in
Article V of the Trust Agreement that may be delegated responsibility by the Board of
Trustees, including but not limited to: overseeing the operations of the Health Care
Program, analyzing and developing annual premium levels and benefit coverage changes
for recommendation to the Board of Trustees and performing other duties necessary to
ensure that the needs of Participating Employers are met and the long-term financial
health of the Health Care Program is maintained.

Health Care Program means the joint self-insurance program offering self-insured
health benefit options through the HCP Account.

HCP Account means a designated account within the Trust and created by this
Agreement, the Trust Agreement and Trust Health Care Program policies all under the
authority of Chapter 48.62 RCW to provide self-insured health benefits to Participating

Employees, their covered dependents and other beneficiaries and further described in
Article 6.

Non-City Entity means any public agency, public corporation, intergovernmental agency
or political subdivision, within the state of Washington that meets the requirements of
Article IX, Section 1(c)(ii) and (iii) of the Trust Agreement for participation in the Health
Care Program.

Participating City means any city or town within the state of Washington that meets the
requirements of Article IX, Section 1(a) or Section 1(b) of the Trust Agreement.
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1,10

1.11

1,12

1.14

1.15

1.16

33

Participating Employee means any individual employed by a Participating Employer
and for whom the Participating Employer makes contributions to the Trust, and any
individual who may have been so employed but is subsequently laid off, terminated, or
retired.

Participating Employer means a Participating City or Non-City Entity that is also a
party to this Agreement.

Resolution means the resolution adopted by each Participating City or Non-City Entity
that authorizes the Health Care Program.

State Risk Manager or Risk Manager means the risk manager of the Risk Management
Division within the Department of Enterprise Services.

Stop Loss Insurance or Reinsurance means a promise by an insurance company that it
will cover losses of the Health Care Program over and above an agreed-upon individual
or aggregated amount, which definition shall be modified by any changes to the
definition of stop loss insurance in WAC 200-110-020.

Third-Party Administrator means the independent association, agency, entity or
enterprise which, through a contractual agreement, provides one or more of the following
ongoing services to the Health Care Program: pool management or administration
services, claims administration services, risk management services, or services for the
design, implementation, or termination of an individual or joint self-insurance program,

Trust Agreement means the Trust Agreement Governing the Trust amended and restated
July 1, 2013, and any subsequent amendments thereto.

Trustees or Board of Trustees means the following individuals and their successors,
who together, govern the Trust and the Health Care Program:

1.16.1 the AWC President and the AWC Vice President;

1.16.2 the EBAC Chair and the EBAC Vice Chair; and

1.16.3 an individual elected pursuant to the procedures in Article III, Section 5 of the
Trust Agreement to serve as the trustee from one of the following regions:

(a) North East Region (known as the “North East Region Trustee”);
(b)  North West Region (known as the “North West Region Trustee™);
(e} South East Region (known as the “South East Region Trustee”); and
(d) South West Region (known as the “South West Region Trustee”).

Individuals from Non-City Entities are not eligible to serve as Trustees.
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33



34

ARTICLE 2
PURPOSE

This Agreement is entered into for the purpose of authorizing the Health Care Program
created by the Trust to provide self-insured health benefits to Participating Employees, their
covered dependents and other beneficiaries. The Health Care Program shall comply with the
statutory provisions found in Chapters 48.62 and 39.34 RCW and the regulatory requirements
contained in WAC 200-110 applicable to joint self-insurance programs.

ARTICLE 3
PARTIES

Each party to this Agreement certifies that it intends to participate in the Health Care
Program. Participating Employers are signatories of this Agreement to become effective on a
date to be mutually determined (the “Effective Date”) and with such other Participating Cities
and Non-City Entities as may later be added to and become signatories to this Agreement.

ARTICLE 4
DURATION OF AGREEMENT
4.1  This Agreement shall become effective on the Effective Date.
4.2 This Agreement shall have perpetual duration unless terminated as hereinafter provided.

ARTICLE 5

MEMBERSHIP COMPOSITION

The Health Care Program shall be open to Participating Cities and Non-City Entities.
Participation in the Health Care Program is voluntary and not a requirement of AWC
membership. The Board of Trustees shall provide for the reasonable admission of new
Participating Cities and Non-City Entities.

ARTICLE 6
HCP ACCOUNT
6.1  All premium contributions by Participating Employers, Non-City Entities and
Participating Employees for use in the Health Care Program are deposited into the HCP

Account.

6.2 The HCP Account represents a pool of funds that is independent of all other Trust or
AWC funds and independent of all other Participating Employer and Non-City Entity
funds. The funds deposited into the HCP Account are held, managed and expended only
for the Health Care Program and reasonable expenses, consistent with applicable state
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and federal statutes and rules governing joint self-insurance programs and self-insurance
programs generally.

The HCP Account is subject to audit by the State Auditor’s Office.
ARTICLE 7
TRUSTEE POWERS RELATED TO HEALTH CARE PROGRAM

The Board of Trustees is provided with the powers and functions established under

RCW 48.62.031 to accomplish the following:

Tl

12

&3
7.4

1.3
7.6

y 55

8.1

8.2

Promote the economical and efficient means by which health benefits coverage is made
available to Participating Employers and Non-City Entities and provided to Participating
Employees, their covered dependents and other beneficiaries;

Protect the financial integrity of the Health Care Program through purchase of Stop Loss
Insurance or Reinsurance in such form and amount as needed;

Contract for or otherwise provide risk management and loss control services;

Contract for or otherwise provide legal counsel for the defense of claims and other legal
services,

Consult with the state insurance commissioner and the State Risk Manager;

Obligate the Participating Employers and Non-City Entities to pledge revenues or
contribute money to secure the obligations or pay the expenses of the Health Care
Program, including the establishment of a reserve or fund for coverage; and

Exercise all other powers and perform all other functions reasonably necessary to carry

out the purposes of the Health Care Program, Chapter 48.62 RCW and Chapter 200-110
WAC.

ARTICLE 8

ORGANIZATION OF HEALTH CARE PROGRAM

The operations of the Health Care Program are managed by the Board of Trustees or its
delegates. The Trustees or any delegates review and analyze Health Care Program-
related matters and make operational decisions regarding premium contributions,
reserves, plan options and benefits in compliance with Chapter 48.62 RCW.

The Board of Trustees has decision authority consistent with the Trust Agreement, Health
Care Program policies, Chapter 48.62 RCW and Chapter 200-110 WAC,
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ARTICLE 9

RESPONSIBILITIES OF THE TRUSTEES

9.1  The Board of Trustees shall discharge its responsibilities under this Agreement as
follows:

9.1.1  Provide for the efficient management and operation of the Health Care Program;

9.1.2 Provide for health benefit coverage options for Participating Employees, their
covered dependents and other beneficiaries;

9.1.3 Determine the level of Stop Loss Insurance or Reinsurance coverage for claims
expenses above the amounts deemed appropriate for self-insurance;

9.1.4 Ensure that the Health Care Program meets required state and federal statutes and
rules;

9.1.5 Contract with vendors required to meet the responsibilities established by the
Trust Agreement, Health Care Program policies, and applicable state and federal
statutes and rules;

9.1.6 Maintain the balance between meeting the Health Care Program needs of

Participating Employers and the long-term financial integrity of the Health Care
Program;

9.1.7 Prepare an annual {inancial report on the operations of the Health Care Program;
and

9.1.8 Provide for other services deemed appropriate by the Board of Trustees to meet
the purposes of this Agreement,

9.2 The Board of Trustees may delegate the responsibilities described in this Article 9 to the
EBAC or other delegates at its complete discretion.

ARTICLE 10

RESPONSIBILITIES OF THE PARTICIPATING EMPLOYERS
In order to participate in the Health Care Program, Participating Employers shall:

10.1  Be a Participating City or Non-City Entity in good standing and comply with the
requirements of admission or qualification as established by the Board of Trustees;

102 Adopt this Agreement by Resolution, agreeing to its terms and provisions;

10.3  Submit the Resolution and Agreement to the Trust;
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10.8

10.9

10.10
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Read the terms, conditions and representations set forth in the application agreement
related to participation in the Health Carc Program;

Designate an employee of the Participating Employer to be a contact person for all
matters relating to the Participating Employer’s participation in the Health Care Program;

Pay premiums for the Health Care Program to the Third-Party Administrator no later than
the tenth day of the month in which the premium is due;

By formal action of the legislative body of the Participating Employer, approve policies
and procedures necessary to secure protected health information (“PHI”) in accordance
with Chapter 70.02 RCW and the Health Insurance Portability and Accountability Act
(“HIPAA”) privacy and security rules, codified at 45 C.F.R. Parts 160-164;

Provide the Health Care Program with such information or assistance as is necessary for
the Health Care Program to meet its responsibilities under this Agreement; and

Cooperate with and assist the Health Care Program and any insurer of Stop Loss
Insurance or Reinsurance, in all matters relating to the administration and operation of the
Health Care Program and all matters relating to this Agreement.

Comply with all bylaws, rules, regulations and policies adopted by the Board of Trustees
relating to the Health Care Program.

ARTICLE 11

RESERVE FUND INVESTMENT

All reserve fund investments from the HCP Account shall be made in a manner that is

consistent with RCW 48.62.111, Chapter 39.59 RCW, WAC 200-110-090 and the Health Care
Program Investment Policy.

12.1

122

ARTICLE 12

FINANCIAL RECORDS

The Board of Trustees shall develop estimated revenue and expenditures to establish a
budget for each fiscal year covering January 1 through December 31 annually. Actual
Health Care Program revenues and expenditures shall be monitored monthly by the
Board of Trustees and reported at its quarterly meetings.

The accounting records of the Health Care Program are maintained in accordance with
methods prescribed by the State Auditor’s office under the authority of Chapter 43,09
RCW. The Health Care Program also follows applicable accounting standards
established by the Governmental Accounting Standards Board (“GASB”). Year-end
financial reporting is done on an accrual basis and submitted to the Office of the State
Auditor as required by Chapter 200-110 WAC. Once reviewed and approved by the
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Office of the State Auditor the year-end financial report is transmitted to the Office of the
State Risk Manager,

Financial records of the Health Care Program shall be subject to audit by the Office of the
State Auditor. Year-end financial reports and audit results shall be made available to
interested parties. The Health Care Program shall provide financial information as
required by state statute and rule to the Office of the State Risk Manager.

ARTICLE 13
PARTICIPATING EMPLOYER TERMINATION AND WITHDRAWAL

A Participating Employer must remain in good standing with the Trust and adhere to the
requirements of this Agreement. In the event that a Participating Employer fails to be a
Participating City or Non-City Entity in good standing, participation in the Health Care
Program shall automatically terminate without notice as shall all health and welfare
benefits provided through the Health Care Program.

The Board of Trustees may take action to terminate membership or deny membership in
the Health Care Program where it determines that such termination or denial is in the best
interest of the Health Care Program

When a Participating Employer’s eligibility in the Health Care Program is affected due to
merger or annexation, the affected Participating Employer may petition the Board of
Trustees to remain in the Health Carc Program.

A Participating Employer may only withdraw its participation in the Health Care
Program at the end of the calendar year and must provide written notice to the Trust at
least thirty-one (31) days in advance of the end of the calendar year (December 31st).

In the event of withdrawal or non-renewal, the Health Care Program will cover any of the
Participating Employer’s remaining outstanding Health Care Program claims expenses
incurred prior to the Participating Employer’s withdrawal from or non-renewal in the
Health Care Program.

No Participating Employer, because of withdrawal or any other reason, has any right or
interest in the HCP Account because of its nature as a rate stabilization fund. In the event
any Participating Employer withdraws from the Health Care Program, its Participating
Employees, their covered dependents and other beneficiaries and any Consolidated
Omnibus Budget Reconciliation Act of 1985 as amended (COBRA) participants and
contract personnel and dependents approved by the Board of Trustees, shall forfeit all
right and interest to the HCP Account,
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ARTICLE 14

TERMINATION OF HEALTH CARE PROGRAM

In the event the Health Care Program is terminated, the Board of Trustees shall distribute
the remaining funds in the HCP Account to the Trust or any successor association
authorized by Chapter 39.34 RCW for like purposes for use in any program with similar
purposes.

Upon termination, this Agreement and the HCP Account shall continue for the purpose of
paying remaining outstanding claims and expenses and fulfilling all other functions
necessary to complete the business of the Health Care Program.

ARTICLE 15

MEETINGS, NOTICES AND COMMUNICATIONS

The Board of Trustees and the EBAC, if any responsibilities for Trust management have
been delegated thereto, shall provide notice of their regular and special meetings and hold
their meetings in accordance with Chapter 42.30, RCW Open Public Meetings Act.

Communications with Participating Employers may occur using mail, email or posting on
the Health Care Program website. The website shall be partitioned to provide
information for the general public and information specific to Participating Employers
and their employees,

Communications may come directly from the Health Care Program, through the
Third-Party Administrator or through another vendor on behalf of the Health Care
Program.

ARTICLE 16

AMENDMENTS TO INTERLOCAL AGREEMENT

The Board of Trustees shall review and analyze any proposed amendment to this
Agreement. An amendment may be proposed for review by any party to this Agreement.

The Board of Trustees upon its discretion may take action by resolution on any
amendment at any regular meeting of the Board of Trustees.

ARTICLE 17
PROHIBITION ON ASSIGNMENT

No Participating Employer may assign any right or claim of interest it may have under
this Agreement.
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172 No creditor, assignee or third-party beneficiary of any employer shall have the right,
claim or title to any party, share, interest, premium or asset of the Trust, HCP Account or
the Health Care Program.

ARTICLE 18

HEALTH CLAIM DISPUTES AND APPEALS

In the event that a dispute arises over a health claim, the procedures, adjudication
requirements and administrative remedies shall be found in the Health Care Program’s plan
document applicable to the Health Care Program covering the claimant.

ARTICLE 19

PLAN ADMINISTRATION DISPUTES AND APPEALS

19.1  In the event that a dispute arises between a Participating Employer and the Health Care
Program, the Participating Employer shall document the circumstances causing the
dispute and submit a written request for review of the disputed circumstances to the
Board of Trustees. Upon review of such information, the Board of Trustees shall attempt
to resolve the dispute.

19.2 If the Board of Trustees’ resolution to the dispute is deemed unsatisfactory, then
alternative dispute resolution through mediation or binding arbitration may be necessary.

ARTICLE 20

ENFORCEMENT OF TERMS OF AGREEMENT
20.1  The Board of Trustees may enforce the terms of this Agreement.

20.2  In the event legal action is initiated to enforce any term or provision of this
Agreement against any present or previous Participating Employer, the prevailing party
shall receive such reimbursement of costs as the court deems reasonable for attorneys’
fees and costs related to the relevant legal action.

ARTICLE 21

DEFAULT

21.1  If any Participating Employer fails to perform any term or condition of this Agreement
and such failure continues for a period of sixty (60) days after the Board of Trustees has
given the Participating Employer written notice describing such failure, the Participating
Employer shall be considered in default.

21.2 Upon default, the Board of Trustees may immediately cancel the Participating
Employer’s participation in the Health Care Program without additional notice or
exercise some other remedy otherwise provided by law.
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21.3  The rights and remedies of the Board of Trustees are cumulative in nature and pursuit of
any particular remedy shall not be deemed an election of remedies or a waiver of any
other remedies available hereunder or otherwise available by law.

ARTICLE 22

NO WAIVERS

No waiver or forbearance of a breach of any covenant, term, or condition of this
Agreement shall be construed to be a waiver or forbearance of any other or subsequent breach of
the same or of any other covenant, term or condition, and the acceptance of any performance
hereunder, or the payment of any sum of money after the same has become due or at a time when
any other default exists hereunder, shall not constitute a waiver or right to demand payment of all
sums owing or & waiver of any other default then or thereafter existing.

ARTICLE 23

CONTRACT MANAGEMENT

The Health Care Program shall designate a person to whom the State Risk Manager shall
forward legal process served upon the Risk Manager; The AWC Chief Executive Officer
(designee or successor). The Health Care Program Director shall be responsible for and
shall be the contact person for all communications regarding the performance of this
Agreement.

ARTICLE 24
SEVERABILITY
If any provision of this Agreement or any provision of any document incorporated by

reference shall be held invalid, such invalidity shall not affect the other provisions of this
Agreement which can be given effect without the invalid provision, if such remainder conforms
to the requirements of applicable law and the fundamental purpose of this Agreement, and to this
end the provisions of this Agreement are declared to be severable.

ARTICLE 25

COUNTERPART COPIES

This Agreement may be signed in counterpart or duplicate copies and any signed
counterpart or duplicate copy shall be equivalent to a signed original for all purposes.
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ARTICLE 26

HEADINGS
The Article and Section headings in this Agreement are inserted for convenience only
and are not intended to be used in the interpretation of the contents of the Articles and Sections
they introduce.
ARTICLE 27
AGREEMENT COMPLETE
This Agreement and the documents referenced herein contains all the terms and

conditions agreed to by the parties. No other understandings, oral or otherwise, regarding the
subject matter of this Agreement shall be deemed to exist or to bind the parties hereto.

[Signature page follows)
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IN WITNESS WHEREOF, the undersigned parties have executed this Agreement.

Association of Washington Cities Participating Employer
Employee Benefit Trust

Signature? ﬁ-’/ﬂ ¥ ‘Signature:

Name:  Michael A. McCarty Name (print):
Title: Chief Executive Officer Title:
Date: ,43'»& 7 3 ©, 1OL3 Date:

Effective Date: January 1, 2014
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43



44

44



. Public Hearing Item #1

 AGENDA ITEM

BUSINESS OF THE CITY COUNCIL
City of Des Moines, WA

SUBJECT: FOR AGENDA OF: November 14, 2013
Public Hearing regarding Year 2014 General DEPT. OF ORIGIN: Finance
Property Tax Levies
DATE SUBMITTED:_November 5, 2013
ATTACHMENTS: CLEARANC
1. Draft Ordinance No. 13-251 [X] Legal
2. Preliminary Levy Limit Worksheet—2014 [X] Finance E
Tax Roll [ ] Marina N/A

[ ] Parks, Recreation & Senior Services N/A
[ ] Planning, Building & Public Works N/A
[ ] Police N/A
[ ] Courts N/A

APPROVED BY CITY M%G/’ER
FOR SUBMITTAL: /

LI |

Purpose and Recommendation

RCW 84.52.020 requires taxing districts to certify the amount to be raised through property taxation to
the county legislative authority. The certification should include the regular levy amount, and if
applicable, any lid-lifts approved by the voters, plus amounts for new construction, improvements to
property and so forth. Draft Ordinance No. 13-251 satisfies the requirement of RCW 84.52.020.

First Motion: “I move to suspend Rule 26(a) in order to enact Draft Ordinance No. 13-251 on first
reading.”

Second Motion: “I move to enact Draft Ordinance No. 13-251, determining the amount of funds to
be raised by ad valorem taxes for the year 2014 for general City expenditures.”

Background

General Property Tax Levies must be adopted by the City Council on or before November 30, 2013.
(RCW 84.52.020 and RCW 84.52.070)
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General Property Taxes

The property tax levy rate will be $1.60 per $1,000 of assessed value. The total citywide preliminary
assessed valuation totals $2,213,490,306. The County used the 2009 limit factor of $4,591,656 as the
levy basis for calculation since it is the highest allowable levy within the last three years. The following
provides the expected 2014 property taxes.

Property Tax Levy Limit Calculation

Preliminary 2014 Levy

Item Regular
Allowable Lewy (2009 Limit Factor) $ 4,591,656
Lew Limit Factor 1% 45,917
New Construction 11,047
Total RCW 84.55 Lewy $ 4,648,620
Relewy for Prior Year Refunds 15,870
Total RCW 84.55 Lew + Refunds $ 4,664,490
Allowable Lewy $ 4,664,490
Less Reduction for Decline in AV (1,122,9086)
Revised Allowable Lewy $  SabAaond

Allowable Lewy Calculation:

Assessed Valuation (AV) $2,213,490,306
AV/$1,000 $ 2,213,490
Lew Rate $ 1.60000
Allowable Lewy 3 3,541,584

Recommendation

It is recommended that the City Council suspend Council Rule 26(a) and pass Draft Ordinance No. 13-
251 determining the amount of funds to be raised by ad valorem taxes for the year 2014 for general City
expenditures.

46



u Attachment #1

CITY ATTORNEY’S FIRST DRAFT 11/04/2013
DRAFT ORDINANCE NO. 13-251

AN ORDINANCE OF THE CITY OF DES MOINES, WASHINGTON
determining and fixing the amount of taxes levied, and
certifying the estimated amounts of funds to be raised by taxes
on the assessed valuation of property within the City for the
year 2014, for general City budget expenditures.

WHEREAS, by law, the King County Assessor 1is responsible
for determining the assessed valuation of all taxable property
situated within the boundaries of the City of Des Moines for the
year 2013, and

WHEREAS, the City Council and the City Manager have
considered the anticipated budget requirements of the City of
Deg Moines for the fiscal year 2014, and

WHEREAS, notice of public hearing was provided as
required by law, and

WHEREAS, the City Council, after hearing and after duly
considering all relevant evidence and testimony presented,
determined that the City of Des Moines requires a total levy in
an amount not greater than $3,541,584 in order to discharge the
expected expenses and obligations of the City and in its best
interest, and

WHEREAS, pursuant to chapter 84.52 RCW, the City Council
is required to determine and fix by ordinance the amount of
taxes levied, and tc certify the estimated amounts of funds to
be raised by taxes on the assessed valuation of property within
the City; now therefore,

THE CITY COUNCIL OF THE CITY OF DES MOINES ORDAINS AS FOLLOWS:

Sec. 1. Findings. The recitals get forth above are
adopted in full as findings of the City Council in support of
enactment of this Ordinance.

Sec. 2. The following amount is determined and fixed as
the amount of funds to be raised by taxes on the assessed
valuation of property within the City for the vyear 2014 for
general City budget expenditures:

ATTACHMENT 1
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Ordinance No.
Page 2 of 3

The sum of not greater than $3,541,584, which does
represent the maximum statutory total tax levy for the fiscal
year 2014 in the City of Des Moines.

Sec. 3. The actual amounts levied pursuant to section 1
of this ordinance shall be calculated after the value of state-

assessed property (increase in utility wvalue) 1is provided by
King County.

Sec. 4. Upon adoption, the City Clerk shall certify and
forward a copy of this ordinance to the Metropolitan King County
Council and County Assessor for King County, Washington.

Sec. 5. Severability - Construction.

(1) If a section, subsection, paragraph, sentence,
clause, or phrase of this Ordinance is declared unconstitutional
or invalid for any ©reason by any court of competent
jurisdiction, such decision shall not affect the validity of the
remaining portions of this Ordinance.

(2) If the provisions of this Ordinance are found to
be inconsistent with other provisions of the Des Moines
Municipal Code, this Ordinance is deemed to control.

Sec. 6. Effective date. This Ordinance shall take effect
in full force five (5) days after its passage, approval and
publication according to law.

PASSED BY a majority of the City Council of the City of
Des Moines this day of ¢ 2013 and signed .4in
authentication thereof this day of , 2013.

MAYOR

APPROVED AS TO FORM:

City Attorney
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Ordinance No.
Page 3 of 3

ATTEST:

City Clerk

Published:
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5 Attachment #2
PRELIMINARY

LEVY LIMIT WORKSHEET - 2014 Tax Roll

TAXING DISTRICT: City of Des Moines

The following determination of your regular levy limit for 2014 property taxes is provided by the King County
Assessor pursuant to RCW 84.55.100.

Annexed to Fire District 39
Annexed to Library District

Estimated Fire rate: 1.50000

(Note 1) Estimated Library rate: 0.50000

Using Limit Factor Using Implicit
For District Calculation of Limit Factor Levy Price Deflator
4,591,656 Levy basis for calculation: (2009 Statutory) (Note 2) 4,691,656
1.0100 x Limit Factor 1.0314
4,637,573 = Levy 4,735,834
6,904,218 Local new construction 6,904,218
0 + Increase in utility value (Note 3) 0
6,904,218 = Total new construction 6,904,218
1.60000 x Last year's regular levy rate 1.60000
11,047 = New construction levy 11,047
4,648,620 Total Limit Factor Levy 4,746,881
Annexation Levy
0 Omitted assessment levy (Note 4) 0
4,648,620 Total Limit Factor Levy + new lid lifts 4,746,881
2,213,490,306 + Regular levy assessed value less annexations 2,213,490,306
1.60000 = Annexation rate (cannot exceed statutory maximum rate) 1.60000
0 x Annexation assessed value 0
0 = Annexation Levy 0
Lid lifts, Refunds and Total
0 + First year lid lifts 0
4,648,620 + Limit Factor Levy 4,746,881
4,648,620 = Total RCW 84.55 levy 4,746,881
15,870 + Relevy for prior year refunds (Note 5) 15,870
4,664,490 = Total RCW 84.55 levy + refunds 4,762,751
Levy Correction: Year of Error (+or-)
3,541,584 ALLOWABLE LEVY (Note 6) 3,541,584 |
Increase Information (Note 7)

1.60000 Levy rate based on allowable levy 1.60000
3,619,286 Last year's ACTUAL regular levy 3,619,286
-77,702 Dollar increase over last year other than N/C — Annex -77,702
-2.15% Percent increase over last year other than N/C — Annex -2.15%

Calculation of statutory levy
Regular levy assessed value (Note 8)

2,213,490,306

x Maximum statutory rate 1.60000

= Maximum statutory levy 3,541,584
+Omitted assessments levy 0
=Maximum statutory levy 3,541,584

Limit factor needed for statutory levy 0.0000

ALL YEARS SHOWN ON THIS FORM ARE THE YEARS IN WHICH THE TAX IS PAYABLE.
Please read carefully the notes on the reverse side.
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53 Public Hearing Item #2

AGENDA ITEM

BUSINESS OF THE CITY COUNCIL
City of Des Moines, WA

SUBJECT: Public Hearing - FOR AGENDA OF: November 14,2013
Adoption of Year 2014 Budget
DEPT. OF ORIGIN: Finance

ATTACHMENTS: DATE SUBMITTED: November 8, 2013
1. Draft Ordinance No. 13-255 (excluding
APPENDIX A) CLEARANCE&"
[X] Legal
[X] Finance

[ ] Marina N/A
[ ] Parks, Recreation & Senior Services N/A
[ ] Planning, Building & Public Works N/A
[ ] Police N/A
[ ] Courts N/A

PPROVED BY CITY MANAGER

FOR SUBMITTAL: /ﬁ'?

Purpose and Recommendation

The purpose of this public hearing is to open the hearing and take any public testimony that may be
available. Due to on going discussions with the City Council, Draft Ordinance no. 13-255 Appendix A
is not finalized.

Staff is recommending after any public testimony, the Mayor should close the public hearing testimony
portion, and continue City Council discussion and review of the 2014 budget as time allows, and pass
Draft Ordinance No. 13-255 in its current or amended form to a second reading for enactment at the
December 5, 2013 City Council meeting.

Suggested Motion:

"I move to pass Draft Ordinance No. 13-255 to a second reading for enactment at the December 5,
2013 City Council meeting.”
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Background
The operating and capital improvement plan budgets have been discussed over the last several months.

Recommendation

It is recommended that the City Council continue discussion of the 2014 budget and pass Draft

Ordinance No. 13-255 in its current or amended form to a second reading for enactment at the December
5, 2013 City Council meeting.
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o Attachment #1

CITY ATTORNEY'’S FIRST DRAFT 11/14/2013

DRAFT ORDINANCE NO. 13-255

AN ORDINANCE OF THE CITY OF DES MOINES, WASHINGTON
adopting the final budget for the City of Des Moines, Washington,
for the fiscal year ending December 31, 2014, in summary form,
ratifying and confirming revenues and expenditures previously
implemented for fiscal vyear 2013, as such revenues and
expenditures form the basis for development of the budget for
fiscal year 2014, approving revenues and expenditures for fiscal
year 2014, and temporarily suspending the effect of any
ordinance, code provision or other City requirement with which
the fund adjustments and transfers proposed by the City Manager
for the 2013 budget might be inconsistent.

WHEREAS, the City Manager for the City of Des Moines has
prepared and submitted a preliminary budget for the fiscal year
ending December 31, 2014 to the City Council and has filed this
budget with the Finance Director, and

WHEREAS, the City Council finds that the City Manager'’'s
proposed budget for fiscal year 2014 reflects revenues and
expenditures that are intended to ensure provision of wvital
municipal services at acceptable levels, and

WHEREAS, the City Council finds that the City Manager'’'s
proposed budget for fiscal year 2014 appropriately relies upon
anticipated vyear-end balances derived from revenues and
expenditures previously approved and authorized by the City
Council as part of the City’'s budget for fiscal year 2013, and

WHEREAS, the City Council finds that the fund adjustments
and transfers proposed by the City Manager for fiscal year 2013
are necessary and in the public’s interest, and

WHEREAS, by motion regularly passed, the Des Moines City
Council scheduled a public hearing for November 14, 2013, to take
public comment with respect to the proposed 2014 budget, and

WHEREAS, notice of the public hearing was given to the
public in accordance with law and a public hearing was held on
the 14" day of November, 2013, and all persons wishing to be
heard were heard; now therefore,

ATTACHMENT 1
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Ordinance No.
Page 2 of 3

THE CITY COUNCIL OF THE CITY OF DES MOINES ORDAINS AS FOLLOWS:

Sec. 1. The findings set forth in the preamble to this
ordinance are hereby adopted and incorporated by reference.

Sec. 2. Based on the findings adopted herein, the City
Council temporarily suspends the effect of any ordinance, code
provision or other City requirement with which the fund
adjustments and transfers proposed by the City Manager for the
2011 budget might be inconsistent.

Sec. 3. The fund adjustments and transfers proposed by
the City Manager for fiscal year 2013, which are incorporated in
the preliminary budget for fiscal year 2014, are hereby
authorized and approved by the City Council.

Sec. 4. Because the City’s budget for fiscal year 2014
relies upon anticipated vyear-end fund balances or shortages
derived from revenues collected and expenditures incurred in
fiscal year 2013, the City Council hereby ratifies and confirms
all revenues, from whatever source derived, and expenditures
incurred by the City to the extent such revenues and expenditures
are in accordance with the City’s budget for fiscal year 2013 or
any subsequent budget amendments formally approved by the City
Council.

Sec. 5. The City Council hereby adopts, affirms and
approves any and all revenues, from whatever scurce derived, and
expenditures as referenced in the attached budget for fiscal year
2014.

Sec. 6. The final budget for the City of Des Moines’
fiscal year 2014 is hereby adopted and approved in summary form
as set forth in the attached Appendix “A”, which 1is by this
reference incorporated herein.

Sec 7. Severability - Construction.

(1) If a section, subsection, paragraph, sentence,
clause, or phrase of this ordinance is declared unconstitutional
or invalid for any reason by any court of competent jurisdiction,
such decision shall not affect the wvalidity of the remaining
portions of this ordinance.

ATTACHMENT 1
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Ordinance No.
Page 3 of 3

(24 If the provisions of this ordinance are found to
be inconsistent with the other provisions of the Des Moines
Municipal Code, this ordinance is deemed to control.

Sec 8. Effective date. This ordinance shall take effect
and be in full force (5) five days after its passage, approval
and publication in accordance with law.

PASSED BY the City Council of the City of Des Moines this

day of , 2013 and signed in authentication
thereof this day of ¢ 2013

MAY OR

APPROVED AS TO FORM:

City Attorney

ATTEST:

City Clerk
Published:

ATTACHMENT 1
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50 Public Hearing Iltem #3

AGENDA ITEM

BUSINESS OF THE CITY COUNCIL
City of Des Moines, WA

SUBJECT: Draft Ordinance 13-216 FOR AGENDA OF: November 14, 2013
Public Hearing to consider zoning and land use
regulations for producers, processors, and retailers | DEPT. OF ORIGIN: Planning, Building and
of recreational marijuana licensed by the State of | Public Works

Washington
DATE SUBMITTED: November 5, 2013

ATTACHMENT:

1. Draft Ordinance No. 13-216 CLEARANCE

2. RCW 69.50 (relevant sections) [X] Legal

3. WAC 314-55 [ ] Finance N/A

4. Initiative 502 Vote by Precinct [ ] Marina N/A

5. WSLCB Adopted Rules Highlights [ ] Parks, Recreation & Senior Services N/A

6. Potential Areas for Recreational Marijuana [X] Planning, Building & Public Works a3

Producers, Processors and Retailers [ ] Police N/A
7. Restricted Uses Map [ ] Courts N/A

8. Ortho Photos

APPROVED BY CITY WGER
FOR SUBMITTAL:

Purpose and Recommendation

The purpose of this agenda item is to conduct a public hearing for the City Council to consider Draft
Ordinance No. 13-216 (Attachment 1) which provides zoning and land use regulations for producers,
processors, and retailers of recreational marijuana licensed by the State of Washington pursuant to
chapter 69.50 RCW (Attachment 2) and WAC 314-55 (Attachment 3). The City Council may enact
Draft Ordinance No. 13-216 by passing the following motions:

MOTIONS:

FIRST MOTION: “I move to suspend Rule 26(a) in order to enact Draft Ordinance 13-216 on first
reading.

SECOND MOTION: “I move to enact Draft Ordinance 13-216 adding a new chapter to Title 18
DMMC entitled “State-Licensed Marijuana Producers, Processors, and Retailers,” and codifying a new
chapter in Title 18 DMMC.”

Background
On November 6, 2012, Initiative measure 502 was passed by the voters of the State of Washington,

providing a framework under which marijuana producers, processors, and retailers can become licensors
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by the State of Washington. Attachment 4 shows the vote count by precinct in Des Moines’ for
Initiative measure 502. Initiative measure 502 calls for the establishment of a regulatory system
licensing producers, processors, and retailers of recreational marijuana for adults twenty-one (21) years
of age and older; legalizes the possession and private recreational use of marijuana; and requires the
Washington State Liquor Control Board (WSLCB) to adopt procedures and criteria by December 1,
2013 for issuing licenses to produce, process, and sell marijuana.

The WSLCB adopted its rules pertaining to the licensing of marijuana producers, processors, and
retailers on October 16, 2013, which has an effective date of November 16, 2013. The WSLCB will
begin accepting applications for license on November 18, 2013 and begin issuing licenses to qualified
applicants on December 1, 2013. A summary of the WSLCB Recreational Marijuana Rules is provided
as Attachment 5.

The City of Des Moines currently does not have specific zoning regulations pertaining to state-licensed
producers, processors, and retailers of recreational marijuana. Draft Ordinance 13-216 identifies the
zones where such uses could be permitted pursuant to WAC 314-55. Security, signage/advertising,
waste disposal, accessibility, hours of operation, noise, odor, and violations/penalties and related
concerns are regulated by WAC 314-55.

The State Environmental Policy Act (SEPA) Responsible Official issued a Determination of Non-
Significance on October 16, 2013. The public comment period concluded on October 31, 2013 and no
comments were received. The appeal period ends on November 12, 2013.

Discussion

Over the past several months, staff has met with the Public Safety and Transportation (PS&T)
Committee to discuss the WSLCB rule making process and obtain guidance and direction regarding
where State licensed recreational marijuana producers, processors and retailers could locate within the
City of Des Moines in accordance with the WSLCB adopted rules. Attachment 6 shows the locations
within the City of Des Moines that potentially meet the siting criteria. To help further understand how
the siting criteria was applied, staff developed a series of maps (Attachment 7) that applies the rules
identified by the WSLCB where recreational marijuana producers, processors and retailers are not
allowed.

Based on information provided, the PS&T Committee directed staff to prepare a draft ordinance that
would permit State licensed marijuana producers and processors to locate within the Business Park (B-
P) zone located north of South 216™ Street, and within the Highway Commercial (H-C) and Community
Commercial (C-C) zones generally located along Pacific Highway South, south of Kent-Des Moines
Road. State licensed marijuana retailers would be permitted in the Highway Commercial (H-C) and
Community Commercial (C-C) zones generally located along Pacific Highway South, south of Kent-
Des Moines Road. The PS&T Committee purposely excluded the areas within Pacific Ridge citing the
need to improve economic investment and reduce crime in this area.

Attachment 8 provides a series of ortho photos showing specific sites where recreational marijuana
producers, processors and retailers could locate based on the areas identified in Attachment 6. Per the
WSLCB rules, only those parcels entirely within an area where the use is permitted would be eligible.
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Alternatives
The City Council mays:

1. Enact the Draft Ordinance No. 13-216 as written.

2. Enact Draft Ordinance No. 13-216 with amendments.

3. Decline to adopt the Draft Ordinance No. 13-216.

Financial Impact

Adoption of Draft Ordinance No. 13-216 would enable new businesses associated with recreational
marijuana production, processing and retail sale to locate within the City of Des Moines. These

businesses would be licensed by the State and City and would be a new source of tax revenues for Des
Moines.

In addition, the type of professional services needed to comply with the recordkeeping obligations
associated with these businesses include bookkeeping and accounting, legal assistance, agricultural
assistance and technology assistance for implementing the traceability system. Demand for these
services may attract new businesses or require services of existing businesses in Des Moines which
would benefit the local economy.

Recommendation
Staff recommends the suggested motion.

Concurrence
The Legal, and Planning, Building, and Public Works Departments concur.
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6 Attachment #1

CITY ATTORNEY’'S FIRST DRAFT 11/6/2013

DRAFT ORDINANCE NO. 13-216

AN ORDINANCE OF THE CITY OF DES MOINES, WASHINGTON
relating to state-licensed marijuana producers, processors and
retailers as regulated pursuant to chapter 69.50 RCW, adding a
new chapter to Title 18 DMMC entitled “State-Licensed Marijuana
Producers, Processors, and Retailers,” and codifying a new
chapter in Title 18 DMMC.

WHEREAS, on November 6, 2012, Initiative Measure 502,

relating to marijuana, was passed by the voters of the State of
Washington, and

WHEREAS, Initiative Measure 502 calls for the
establishment of a regulatory system licensing producers,
processors, and retailers of recreational marijuana for adults
twenty-one (21) years of age and older, legalizes the possession
and private recreational wuse of marijuana, and requires the
Washington State Liquor Control Board (WSLCB) to adopt
procedures and criteria by December 1, 2013 for issuing licenses
to produce, process, and sell marijuana, and

WHEREAS, the WSLC adopted rules pertaining to the
licensing of marijuana producers, processors, and retailers,
effective November 16, 2013, and

WHEREAS, the adoption of land use and zoning regulations
is a wvalid exercise of the City’s police powers and 1is
specifically authorized by RCW 35A.63.100, and

WHEREAS, the SEPA responsible official issued a
determination of non-significance (DNS) on October 16, 2013,
with the public appeal period ending November 12, 2013, and the
accompanying comment and appeal periods have lapsed, and

WHEREAS, in accordance with the law, the duly noticed
public hearing before the City Council was held on November 14,
2013, and all persons wishing to be heard were heard, and

WHEREAS, proper and timely notice was given to the
Washington State Department of Commerce of these amendments to
Title 18 DMMC as required by chapter 36.70A RCW, and

Draft Ordinance No. 13-216.7
11/6/2013, 2013
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Ordinance No.
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WHEREAS, the City Council finds that the regulatory
licensing requirements established by this Draft Ordinance are
necessary for the immediate preservation of the public health
and safety; now therefore,

THE CITY COUNCIL OF THE CITY OF DES MOINES ORDAINS AS FOLLOWS:

Sec. 1. Creation of new chapter. A new chapter is added
to Title 18 DMMC.

Sec. 2. Title. This chapter shall be entitled “State-
Licensed Marijuana Producers, Processors, and Retailers.”

Sec. 3. Application. This chapter applies to state-
licensed marijuana producers, processors, and retailers.

Sec. 4. Purpose. The purpose of this chapter is to
provide regulations and zoning standards for producers,
processors, and retailers of recreational marijuana licensed by
the State of Washington, pursuant to chapter 69.50 RCW and rules
adopted by the WSLCB.

Sec. 5. Authority. This Title 1is adopted pursuant to
chapter 69.50 RCW and other applicable Washington laws.

Sec. 6. Definitions. The definitions provided in RCW
69.50.101 and WAC 314-55-010 are adopted by reference.

Sec. 7. Recreational marijuana regulations for producers
and processors. State-licensed marijuana producers and
marijuana processors may locate in the City of Des Moines
pursuant to the following restrictions:

(1) Marijuana producers and marijuana processors
must comply with all requirements of chapter 69.50 RCW, chapter
314-55 WAC, and other applicable Washington laws.

(2) Persons may conduct business within the City of
Des Moines as a state-licensed marijuana producer and/or

Draft Ordinance No. 13-216.7
11/6/2013
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marijuana processor 1f located within the Business Park (B-P)
Zone located north of South 216th Street and south of South 208%™
Street, and within the Highway Commercial (H-C) and Community
Commercial (C-C) Zones generally located along Pacific Highway
South south of Kent-Des Moines Road.

(3) Marijuana producers and processors shall not
locate on a site or in a building in which non-conforming
production or processing uses have been established in any
location or zone other than those referenced in subsection 1(b)
above.

(4) Marijuana producers and processors shall not
operate as an accessory to a primary use or as a home
occupation.

Sec. 8. Recreational marijuana regulations for retailers
State-licensed marijuana retailers may locate in the City of Des
Moines pursuant to the following restrictions:

(1) Marijuana retailers must comply with all
requirements of chapter 69.50 RCW, chapter 314-55 WAC, and other
applicable Washington laws.

(2) Persons may conduct business within the City of
Des Moines as a state-licensed marijuana retailer if located
within the Highway Commercial (H-C) and Community Commercial (C-
C) Zones generally located along Pacific Highway South south of
Kent-Des Moines Road.

(3) Marijuana retailers shall not locate in a
building in which non-conforming retail uses have been
established in any location or Zone other than those referenced
in subsection 2(b) above.

(4) Marijuana retailers shall not operate as an
accessory to a primary use or as a home occupation.

Sec. 9. Location of a state licensed marijuana producer,
processor or retailer. The location of a state-licensed
marijuana producer, processor, and retailer shall be as

Draft Ordinance No. 13-216.7
11/6/2013
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established in WAC 314-55-050 and as required under this
chapter. The owner or operator of the state-licensed marijuana
producer, processor, and retailer shall have the responsibility
to demonstrate that the state-licensed marijuana producer,
processor, and retailer meets the location requirements of WAC
314-55-050..

Sec. 10. Codification. Sections 1 through
7 of this Ordinance shall be codified as a new chapter in Title
18 DMMC entitled “State-Licensed Marijuana Preoducers,

Processors, and Retailers.”
Sec. 11. Severability - Construction.

(1) If a section, subsection, paragraph, sentence,
clause, or phrase of this Ordinance is declared unconstitutional
or invalid for any reason Dby any court of competent
jurisdiction, such decision shall not affect the validity of the
remaining portions of this Ordinance.

(2) If the provisions of this Ordinance are found to be
inconsistent with other provisions of the Des Moines Municipal
Code, this Ordinance is deemed to control.

Sec. 12. Effective date. This Ordinance shall take
effect and be in full force five (5) days after its passage and
approval in accordance with law.

PASSED BY the City Council of the City of Des Moines this

day of , 2013 and signed in authentication
thereof this day of , 2013.

MAY OR
APPROVED AS TC FORM:

Assistant City Attorney

ATTEST:

Draft Ordinance No. 13-216.7
11/6/2013
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City Clerk

Published:

Effective Date:

Draft Ordinance No.
11/6/2013

13-21%,7
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Attachment #2

RCW 69.50.342: State liquor control board may adope rules.

RCW 69.50.342
State liquor control board may adopt rules.

For the purpose of carrying into effect the provisions of chapter 3, Laws of 2013 according to their true
intent or of supplying any deficiency therein, the state liquor control board may adopt rules not
inconsistent with the spirit of chapter 3, Laws of 2013 as are deemed necessary or advisable. Without
limiting the generality of the preceding sentence, the state liquor control board is empowered to adopt
rules regarding the following:

(1) The equipment and management of retail outlets and premises where marijuana is produced or
processed, and inspection of the retail outlets and premises;

(2) The books and records to be created and maintained by licensees, the reports to be made
thereon to the state liquor control board, and inspection of the books and records;

(3) Methods of producing, processing, and packaging marijuana, useable marijuana, and marijuana-
infused products; conditions of sanitation; and standards of ingredients, quality, and identity of
marijuana, useable marijuana, and marijuana-infused products produced, processed, packaged, or sold
by licensees;

(4) Security requirements for retail outlets and premises where marijuana is produced or processed,
and safety protocols for licensees and their employees;

(6) Screening, hiring, training, and supervising employees of licensees;
(6) Retail outlet locations and hours of operation;

(7} Labeling requirements and restrictions on advertisement of marijuana, useable marijuana, and
marijuana-infused products;

(8) Forms to be used for purposes of chapter 3, Laws of 2013 or the rules adopted to implement and
enforce it, the terms and conditions to be contained in licenses issued under chapter 3, Laws of 2013,
and the qualifications for receiving a license issued under chapter 3, Laws of 2013, including a criminal
history record information check. The state liquor control board may submit any criminal history record
information check to the Washington state patrol and to the identification division of the federal bureau
of investigation in order that these agencies may search their records for prior arrests and convictions
of the individual or individuals who filled out the forms. The state liquor control board shall require
fingerprinting of any applicant whose criminal history record information check is submitted to the
federal bureau of investigation;

(9) Application, reinstatement, and renewal fees for licenses issued under chapter 3, Laws of 2013,
and fees for anything done or permitted to be done under the rules adopted to implement and enforce
chapter 3, Laws of 2013;

(10) The manner of giving and serving notices required by chapter 3, Laws of 2013 or rules adopted
to implement or enforce it;

(11) Times and periods when, and the manner, methods, and means by which, licensees shall
transport and deliver marijuana, useable marijuana, and marijuana-infused products within the state;

(12) Identification, seizure, confiscation, destruction, or donation to law enforcement for training
purposes of all marijuana, useable marijuana, and marijuana-infused products produced, processed,

hitp://apps.leg.wa.gov/rew/default.aspx ?cite=69.50.342 10/30/20 189



RCW 69.50.342: State liquor control board may adoffrules. Page 2 of 2

sold, or offered for sale within this state which do nct conform in all respects to the standards
prescribed by chapter 3, Laws of 2013 or the rules adopted to implement and enforce it: PROVIDED,
That nothing in chapter 3, Laws of 2013 shall be construed as authorizing the state liquor control board
to seize, confiscate, destroy, or donate to law enforcement marijuana, useable marijuana, or marijuana-
infused products produced, processed, sold, offered for sale, or possessed in compliance with the
Washington state medical use of cannabis act, chapter 69.51A RCW,

[2013 ¢ 3 § 9 (Initiative Measure No. 502, approved November 6, 2012).]

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

http://apps.leg. wa.gov/rew/default.aspx 7cite=69.50.342 10/30/2018



RCW 69.50.325: Marijuana producer's license, 71 Page 1 of 1

RCW 69.50.325
Marijuana producer's license.

(1) There shall be a marijuana producer's license to produce marijuana for sale at wholesale to
marijuana processors and other marijuana producers, regulated by the state liquor control board and
subject to annual renewal. The production, possession, delivery, distribution, and sale of marijuana in
accordance with the provisions of chapter 3, Laws of 2013 and the rules adopted to implement and
enforce it, by a validly licensed marijuana producer, shall not be a criminal or civil offense under
Washington state law, Every marijuana producer's license shall be issued in the name of the applicant,
shall specify the location at which the marijuana producer intends to operate, which must be within the
state of Washington, and the holder thereof shall not allow any other person to use the license. The
application fee for a marijuana producer's license shall be two hundred fifty dollars. The annual fee for
issuance and renewal of a marijuana producer's license shall be one thousand dollars. A separate
license shall be required for each location at which a marijuana producer intends to produce marijuana.

(2) There shall be a marijuana processor's license to process, package, and label useable marijuana
and marijuana-infused products for sale at wholesale to marijuana retailers, regulated by the state
liquor control board and subject to annual renewal. The processing, packaging, possession, delivery,
distribution, and sale of marijuana, useable marijuana, and marijuana-infused products in accordance
with the provisions of chapter 3, Laws of 2013 and the rules adopted to implement and enforce it, by a
validly licensed marijuana processor, shall not be a criminal or civil offense under Washington state
law. Every marijuana processor's license shall be issued in the name of the applicant, shall specify the
location at which the licensee intends to operate, which must be within the state of Washington, and the
holder thereof shall not allow any other person to use the license. The application fee for a marijuana
processor's license shall be two hundred fifty dollars. The annual fee for issuance and renewal of a
marijuana processor's license shall be one thousand dollars. A separate license shall be required for
each location at which a marijuana processor intends to process marijuana.

(3) There shall be a marijuana retailer's license to sell useable marijuana and marijuana-infused
products at retail in retail outlets, regulated by the state liquor control board and subject to annual
renewal. The possession, delivery, distribution, and sale of useable marijuana and marijuana-infused
products in accordance with the provisions of chapter 3, Laws of 2013 and the rules adopted to
implement and enforce it, by a validly licensed marijuana retailer, shall not be a criminal or civil offense
under Washington state law. Every marijuana retailer's license shall be issued in the name of the
applicant, shall specify the location of the retail outlet the licensee intends to operate, which must be
within the state of Washington, and the holder thereof shall not allow any other person to use the
license. The application fee for a marijuana retailer's license shall be two hundred fifty dollars. The
annual fee for issuance and renewal of a marijuana retailer's license shall be one thousand dollars. A
separate license shall be required for each location at which a marijuana retailer intends to sell useable
marijuana and marijuana-infused products.

[2013 ¢ 3 § 4 (Initiative Measure No. 502, approved November 6, 2012).]

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

http://apps.leg.wa.gov/rew/default.aspx 7cite=69.50.325 10/30/2014



RCW 69.50.357: Retail outlets — Rules, 72 Page 1 of 1

RCW 69.50.357
Retail outlets — Rules.

(1) Retail outlets shall sell no products or services other than useable marijuana, marijuana-infused
products, or paraphernalia intended for the storage or use of useable marijuana or marijuana-infused
products.

(2) Licensed marijuana retailers shall not employ persons under twenty-one years of age or allow
persons under twenty-one years of age to enter or remain on the premises of a retail outlet.

(3) Licensed marijuana retailers shall not display any signage in a window, on a door, or on the
outside of the premises of a retail outlet that is visible to the general public from a public right-of-way,
other than a single sign no larger than one thousand six hundred square inches identifying the retail
outlet by the licensee's business or trade name.

(4) Licensed marijuana retailers shall not display useable marijuana or marijuana-infused products in
a manner that is visible to the general public from a public right-of-way.

(5) No licensed marijuana retailer or employee of a retail outlet shall open or consume, or allow to
be opened or consumed, any useable marijuana or marijuana-infused product on the outlet premises.

(6) The state liquor control board shall fine a licensee one thousand dollars for each violation of any
subsection of this section. Fines collected under this section must be deposited into the dedicated
marijuana fund created under RCW 69.50.530.

[2013 c 3 § 14 (Initiative Measure No. 502, approved November 6, 2012).]

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

http://apps.leg.wa.gov/rew/default.aspx7cite=69.50.357 10/30/2013



RCW 69.50.101: Definitions (as amended by 2012 ¢7), Page 1 of 10

RCW 69.50.101
Definitions (as amended by 2012 c 8).

*** CHANGE IN 2013 *** (SEE 5524-S.8SL) ***
*** CHANGE IN 2013 *** (SEE 5416-S.8L) ***
*** CHANGE IN 2013 *** (SEE 2056.SL) ***

Unless the context clearly requires otherwise, definitions of terms shall be as indicated where used in
this chapter:

(a) "Administer" means to apply a controlled substance, whether by injection, inhalation, ingestion,
or any other means, directly to the body of a patient or research subject by:

(1) a practitioner authorized to prescribe (or, by the practitioner's authorized agent); or

{2) the patient or research subject at the direction and in the presence of the practitioner.

{(b) "Agent" means an authorized person who acts on behalf of or at the direction of a manufacturer,
distributor, or dispenser. It dees not include a common or contract carrier, public warehouseperson, or

employee of the carrier or warehouseperson.  (c¢) "Board" means the state board of pharmacy.

(d) "Controlled substance" means a drug, substance, or immediate precursor included in Schedules
I through V as set forth in federal or state laws, or federal or board rules.

(e)(1) "Controlled substance analog" means a substance the chemical structure of which is
substantially similar to the chemical structure of a controlled substance in Schedule | or Il and:;

(i) that has a stimulant, depressant, or hallucinogenic effect on the central nervous system
substantially similar to the stimulant, depressant, or hallucinogenic effect on the central nervous system
of a controlled substance included in Schedule | or Il; or

(i1} with respect to a particular individual, that the individual represents or intends to have a
stimulant, depressant, or hallucinogenic effect on the central nervous system substantially similar to the
stimulant, depressant, or hallucinogenic effect on the central nervous system of a controlled substance
included in Schedule | or 1l

(2) The term does not include:

(i) a controlled substance;

(i) a substance for which there is an approved new drug application;

(iii) a substance with respect to which an exemption is in effect for investigational use by a particular
person under Section 505 of the federal Food, Drug and Cosmetic Act, 21 U.S.C. Sec. 355, to the
extent conduct with respect to the substance is pursuant to the exemption; or

(iv) any substance to the extent not intended for human consumption before an exemption takes
effect with respect to the substance.
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(f) "Deliver" or "delivery," means the actual or constructive transfer from one person to another of a
substance, whether or not there is an agency relationship.

(g9) "Department" means the department of health.

(h) "Dispense" means the interpretation of a prescription or order for a controlled substance and,
pursuant to that prescription or order, the proper selection, measuring, compounding, labeling, or
packaging necessary to prepare that prescription or order for delivery.

(i) "Dispenser" means a practitioner who dispenses.
(j) "Distribute”" means to deliver other than by administering or dispensing a controlled substance.
(k) "Distributor" means a person who distributes.

(1) "Drug" means (1) a controlled substance recognized as a drug in the official United States
pharmacopoeia/national formulary or the official homeopathic pharmacopoeia of the United States, or
any supplement to them; (2) controlled substances intended for use in the diagnosis, cure, mitigation,
treatment, or prevention of disease in individuals or animals; (3) controlled substances (other than food)
intended to affect the structure or any function of the body of individuals or animals; and (4) controlled
substances intended for use as a component of any article specified in (1), (2), or (3) of this subsection.
The term does not include devices or their components, parts, or accessories,

(m) "Drug enforcement administration” means the drug enforcement administration in the United
States Department of Justice, or its successor agency.

(n) "Immediate precursor" means a substance:

(1) that the state board of pharmacy has found to be and by rule designates as being the principal
compound commonly used, or produced primarily for use, in the manufacture of a controlled substance;

(2) that is an immediate chemical intermediary used or likely to be used in the manufacture of a
controlled substance; and

(3) the control of which is necessary to prevent, curtail, or limit the manufacture of the controlled
substance.

(0} "Isomer" means an optical isomer, but in RCW 69.50.101(r)(5), 69.50.204(a) (12) and (34), and
69.50.206(b)(4), the term includes any geometrical isomer; in RCW 69.50.204(a) (8) and (42), and
69.50.210(c) the term includes any positional isomer; and in RCW 69.50.204(a)(35), 69.50.204(c),
and69.50.208 (a) the term includes any positional or geometric isomer.

(p) "Manufacture" means the production, preparation, propagation, compounding, conversion, or
processing of a controlled substance, either directly or indirectly or by extraction from substances of
natural origin, or independently by means of chemical synthesis, or by a combination of extraction and
chemical synthesis, and includes any packaging or repackaging of the substance or labeling or
relabeling of its container. The term does not include the preparation, compounding, packaging,
repackaging, labeling, or relabeling of a controlled substance: (1) by a practitioner as an incident to
the practitioner's administering or dispensing of a controlled substance in the course of the
practitioner's professional practice; or

(2) by a practitioner, or by the practitioner's authorized agent under the practitioner's supervision, for
the purpose of, or as an incident to, research, teaching, or chemical analysis and not for sale.
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(¢) "Marijuana” or "marihuana” means all parts of the plant Cannabis, whether growing or not; the
seeds thereof; the resin extracted from any part of the plant; and every compound, manufacture, salt,
derivative, mixture, or preparation of the plant, its seeds or resin. The term does not include the mature
stalks of the plant, fiber produced from the stalks, oil or cake made from the seeds of the plant, any
other compound, manufacture, salt, derivative, mixture, or preparation of the mature stalks (except the
resin extracted therefrom), fiber, oil, or cake, or the sterilized seed of the plant which is incapable of
germination.

(r) "Narcotic drug” means any of the following, whether produced directly or indirectly by extraction
from substances of vegetable origin, or independently by means of chemical synthesis, or by a
combination of extraction and chemical synthesis:

(1) Opium, opium derivative, and any derivative of opium or opium derivative, including their salts,
isomers, and salts of isomers, whenever the existence of the salts, isomers, and salts of isomers is
possible within the specific chemical designation. The term does not include the isoquinoline alkaloids
of opium.

(2) Synthetic opiate and any derivative of synthetic opiate, including their isomers, esters, ethers,
salts, and salts of isomers, esters, and ethers, whenever the existence of the isomers, esters, ethers,
and salts is possible within the specific chemical designation.

(3) Poppy straw and concentrate of poppy straw.

(4) Coca leaves, except coca leaves and extracts of coca leaves from which cocaine, ecgonine, and
derivatives or ecgonine or their salts have been removed.

(5) Cocaine, or any salt, isomer, or salt of isomer thereof.
(6) Cocaine base.
(7) Ecgoning, or any derivative, salt, isomer, or salt of isomer thereof.

(8) Any compound, mixture, or preparation containing any quantity of any substance referred to in
subparagraphs (1) through (7).

(s) "Opiate" means any substance having an addiction-forming or addiction-sustaining liability similar
to morphine or being capable of conversion into a drug having addiction-forming or addiction-sustaining
liability. The term includes opium, substances derived from opium (opium derivatives), and synthetic
opiates. The term does not include, unless specifically designated as controlled under RCW 69.50.201,
the dexfrorotatory isomer of 3-methoxy-n-methylmorphinan and its salts (dextromethorphan). The term
includes the racemic and levorotatory forms of dextromethorphan.

{t) "Opium poppy" means the plant of the species Papaver somniferum L., except its seeds.

(u) "Person" means individual, corporation, business trust, estate, trust, partnership, association,
joint venture, government, governmental subdivision or agency, or any other legal or commercial entity.

(v) "Peppy straw" means alf parts, except the seeds, of the opium poppy, after mowing.
{w) "Practitioner" means:
(1) A physician under chapter 18.71 RCW, a physician assistant under chapter 18.71A RCW: an

osteopathic physician and surgeon under chapter 18.57 RCW, an osteopathic physician assistant
under chapter 18.57A RCW who is licensed under RCW 18.57A.020 subject to any limitations in RCW
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18.57A.040; an optometrist licensed under chapter 18.53 RCW who is certified by the optometry board
under RCW 18.53.010 subject to any limitations in RCW 18.53.010; a dentist under chapter 18.32
RCW,; a podiatric physician and surgeon under chapter 18.22 RCW;, a veterinarian under chapter 18.92
RCW; a registered nurse, advanced registered nurse practitioner, or licensed practical nurse under
chapter 18.79 RCW, a naturopathic physician under chapter 18.36A RCW who is licensed under RCW
18.36A.030 subject to any limitations in RCW 18.36A.040; a pharmacist under chapter 18.64 RCW or a
scientific investigator under this chapter, licensed, registered or otherwise permitted insofar as is
consistent with those licensing laws to distribute, dispense, conduct research with respect to or
administer a controlled substance in the course of their professional practice or research in this state.

(2) A pharmacy, hospital or other institution licensed, registered, or otherwise permitted to distribute,
dispense, conduct research with respect to or to administer a controlled substance in the course of
professional practice or research in this state.

(3) A physician licensed to practice medicine and surgery, a physician licensed to practice
osteopathic medicine and surgery, a dentist licensed to practice dentistry, a podiatric physician and
surgeon licensed to practice podiatric medicine and surgery, an advanced registered nurse practitioner
licensed to prescribe controlled substances, or a veterinarian licensed to practice veterinary medicine in
any state of the United States.

(x) "Prescription" means an order for controlled substances issued by a practitioner duly authorized
by law or rule in the state of Washington to prescribe controlled substances within the scope of his or
her professional practice for a legitimate medical purpose.

{y) "Production” includes the manufacturing, planting, cultivating, growing, or harvesting of a
controlled substance.

(z) "Secretary” means the secretary of health or the secretary's designee.

(aa) "State,"” unless the context otherwise requires, means a state of the United States, the District
of Columbia, the Commonwealth of Puerto Rico, or a territory or insular possession subject to the
jurisdiction of the United States.

(bb) "Ultimate user" means an individual who lawfully possesses a controlled substance for the
individual's own use or for the use of a member of the individual's household or for administering to an
animal owned by the individual or by a member of the individual's household.

(cc) "Electronic communication of prescription information” means the communication of prescription
information by computer, or the transmission of an exact visual image of a prescription by facsimile, or
other electronic means for original prescription information or prescription refill information for a
Schedule IlI-V controlled substance between an authorized practitioner and a pharmacy or the transfer
of prescription information for a controlied substance from one pharmacy to another pharmacy.

[2012¢c8§1;2010 ¢ 177 § 1, 2003 ¢ 142 § 4, 1998 ¢ 222 § 3; 1996 ¢ 178 § 18; 1994 sp.s. ¢ 9 § 739;
1993 ¢ 187 § 1. Prior: 1990 ¢ 248 § 1, 1990 c 219 § 3; 1990 ¢ 196 § 8; 1989 1st ex.s. ¢ 9 § 429; 1987 ¢
144 § 2, 1986 c 124 § 1, 1984 ¢ 153 § 18, 1980 ¢ 71 § 2; 1973 2nd ex.s. ¢ 38 § 1; 1971 ex.s. ¢ 308 §
69.50.101.]

RCW 69.50.101
Definitions (as amended by 2013 c 3).

*** CHANGE IN 2013 *** (SEE
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5524-S.SL) **
** CHANGE IN 2013 *** (SEE 5416-S.SL) ***
** CHANGE IN 2013 *** (SEE 2056.SL) ***

Unless the context clearly requires otherwise, definitions of terms shall be as indicated where used in
this chapter:

(a) "Administer" means to apply a controlled substance, whether by injection, inhalation, ingestion,
or any other means, directly to the body of a patient or research subject by:

(1) a practitioner authorized to prescribe (or, by the practitioner's authorized agent); or

(2) the patient or research subject at the direction and in the presence of the practitioner.

(b) "Agent” means an authorized person who acts on behalf of or at the direction of a manufacturer,
distributor, or dispenser. It does not include a common or contract carrier, public warehouseperson, or
employee of the carrier or warehouseperson.

(c) "Board" means the state board of pharmacy.

(d) "Controlled substance” means a drug, substance, or immediate precursor included in Schedules
| through V as set forth in federal or state laws, or federal or board rules.

(e)(1) "Controlled substance analog" means a substance the chemical structure of which is
substantially similar to the chemical structure of a controlled substance in Schedule | or Il and:;

(i) that has a stimulant, depressant, or hallucinogenic effect on the central nervous system
substantially similar to the stimulant, depressant, or hallucinogenic effect on the central nervous system
of a controlled substance included in Schedule | or II; or

(iiy with respect to a particular individual, that the individual represents or intends to have a
stimulant, depressant, or hallucinogenic effect on the central nervous system substantially similar to the
stimulant, depressant, or hallucinogenic effect on the central nervous system of a controlled substance
included in Schedule 1 or |l

(2) The term does not include:

(i) a controlled substance;

(ii) a substance for which there is an approved new drug application;

(iii) a substance with respect to which an exemption is in effect for investigational use by a particular
person under Section 505 of the federal Food, Drug and Cosmetic Act, 21 U.S.C. Sec. 355, to the
extent conduct with respect to the substance is pursuant to the exemption; or

(iv) any substance to the extent not intended for human consumption before an exemption takes
effect with respect to the substance.

(f) "Deliver" or "delivery," means the actual or constructive transfer from one person to another of a
substance, whether or not there is an agency relationship.
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(g) "Department” means the department of health.

(h) "Dispense" means the interpretation of a prescription or order for a controlled substance and,
pursuant to that prescription or order, the proper selection, measuring, compounding, labeling, or
packaging necessary to prepare that prescription or order for delivery.

(i) "Dispenser" means a practitioner who dispenses.
(j} "Distribute” means to deliver other than by administering or dispensing a controlled substance.
(k) "Distributor" means a person who distributes.

(1) "Drug" means (1) a controlled substance recognized as a drug in the official United States
pharmacopoeia/national formulary or the official homeopathic pharmacopoeia of the United States, or
any supplement to them; (2) controlled substances intended for use in the diagnosis, cure, mitigation,
treatment, or prevention of disease in individuals or animals; (3) controlled substances (other than food)
intended to affect the structure or any function of the body of individuals or animals; and (4) controlled
substances intended for use as a compenent of any article specified in (1), (2), or (3) of this subsection.
The term does not include devices or their components, parts, or accessories.

(m) "Drug enforcement administration" means the drug enforcement administration in the United
States Department of Justice, or its successor agency.

(n} "Immediate precursor’ means a substance:

(1) that the state board of pharmacy has found to be and by rule designates as being the principal
compound commonly used, or produced primarily for use, in the manufacture of a controlled substance;

(2) that is an immediate chemical intermediary used or likely to be used in the manufacture of a
controlled substance; and

(3) the control of which is necessary to prevent, curtail, or limit the manufacture of the controlled
substance.

(0) "lsomer” means an optical isomer, but in RCW 69.50.101((¢R)) (x)(5), 69.50.204(a) (12) and (34),
and69.50.206 (b){4), the term includes any geometrical isomer; in RCW 69.50.204(a) (8) and (42), and
69.50.210(c) the term includes any positional isomer; and in RCW 69.50.204(a)(35), 69.50.204(c),
and69.50.208 (a) the term includes any positional or geometric isomer.

(p) “Lot" means a definite quantity of marijuana, useable marijuana, or marijuana-infused product
identified by a lot number, every portion or package of which is uniform within recognized tolerances for
the factors that appear in the labeling.

(q) "Lot number" shall identify the licensee by business or trade name and Washington state unified
business identifier number, and the date of harvest or processing for each lot of marijuana, useable
marijuana, or marijuana-infused product.

(r) "Manufacture" means the production, preparation, propagation, compounding, conversion, or
processing of a controlled substance, either directly or indirectly or by extraction from substances of
natural origin, or independently by means of chemical synthesis, or by a combination of extraction and
chemical synthesis, and includes any packaging or repackaging of the substance or labeling or
relabeling of its container. The term does not include the preparation, compounding, packaging,
repackaging, labeling, or relabeling of a controlled substance:
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(1) by a practitioner as an incident to the practitioner's administering or dispensing of a controlled
substance in the course of the practitioner's professional practice; or

(2) by a practitioner, or by the practitioner's authorized agent under the practitioner's supervision, for
the purpose of, or as an incident to, research, teaching, or chemical analysis and not for sale.

(46})) (8) "Marijuana" or "marihuana” means all parts of the plant Cannabis, whether growing or not,
with a THC concentration greater than 0.3 percent on a dry weight basis; the seeds thereof; the resin
extracted from any part of the plant; and every compound, manufacture, salt, derivative, mixture, or
preparation of the plant, its seeds or resin. The term does not include the mature stalks of the plant,
fiber produced from the stalks, oil or cake made from the seeds of the plant, any other compound,
manufacture, salt, derivative, mixture, or preparation of the mature stalks (except the resin extracted
therefrom), fiber, oil, or cake, or the sterilized seed of the plant which is incapable of germination.

() (B "Marijuana processor" means a person licensed by the state liquor control board to process
marijuana into useable marijuana and marijuana-infused products, package and |label useable
marijuana and marijuana-infused products for sale in retail outlets, and sell useable marijuana and
marijuana-infused products at wholesale to marijuana retailers.

(u} "Marijuana producer" means a person licensed by the state liquor control board to produce and
sell marijuana at wholesale to marijuana processors and other marijuana producers.

(v) "Marijuana-infused products" means products that contain marijuana or marijuana extracts and
are intended for human use. The term "marijuana-infused products" does not include useable

marijuana.

(w) "Marijuana retailer" means a person licensed by the state liquor control board to sell useable

marijuana and marijuana-infused products in a retail outlet.

(x) "Narcotic drug" means any of the following, whether produced directly or indirectly by extraction
from substances of vegetable origin, or independently by means of chemical synthesis, or by a
combination of extraction and chemical synthesis:

(1) Opium, opium derivative, and any derivative of opium or opium derivative, including their salts,
isomers, and salts of isomers, whenever the existence of the salts, isomers, and salts of isomers is
possible within the specific chemical designation. The term does not include the isoquinoline alkaloids
of opium.

(2) Synthetic opiate and any derivative of synthetic opiate, including their isomers, esters, ethers,
salts, and salts of isomers, esters, and ethers, whenever the existence of the isomers, esters, ethers,
and salts is possible within the specific chemical designation.

(3) Poppy straw and concentrate of poppy straw.

(4) Coca leaves, except coca leaves and extracts of coca leaves from which cocaine, ecgonine, and
derivatives or ecgonine or their salts have been removed.

(5) Cocaine, or any salt, isomer, or salt of isomer thereof.
(8) Cocaine base.
(7) Ecgonine, or any derivative, salt, isomer, or salt of isomer thereof.

(8) Any compound, mixture, or preparation containing any quantity of any substance referred to in

http://apps.leg.wa.gov/rew/default.aspx?cite=69.50.101 10/30/201%



RCW 69.50.101: Definitions (as amended by 2012 ¢ ). Page 8 of 10

subparagraphs (1) through (7).

((¢89)) (v) "Opiate" means any substance having an addiction-forming or addiction-sustaining liability
similar to morphine or being capable of conversion into a drug having addiction-forming or addiction-
sustaining liability. The term includes opium, substances derived from opium (opium derivatives), and
synthetic opiates. The term does not include, unless specifically designated as controlled under RCW
69.50.201, the dextrorotatory isomer of 3-methoxy-n-methylmorphinan and its salts
(dextromethorphan). The term includes the racemic and levorotatory forms of dextromethorphan.

((€4)) (z) "Opium poppy" means the plant of the species Papaver somniferum L., except its seeds.

(1)) (aa) "Person" means individual, corporation, business trust, estate, trust, partnership,
association, joint venture, government, governmental subdivision or agency, or any other legal or
commercial entity.

((69)) (bb) "Poppy straw" means all parts, except the seeds, of the opium poppy, after mowing.
(&) (cc) "Practitioner” means:

(1) A physician under chapter 18.71 RCW, a physician assistant under chapter 18.71A RCW: an
osteopathic physician and surgeon under chapter 18.57 RCW; an osteopathic physician assistant
under chapter 18.57A RCW who is licensed under RCW 18.57A.020 subject to any limitations in RCW
18.57A.040; an optometrist licensed under chapter 18.53 RCW who is certified by the optometry board
under RCW 18.53.010 subject to any limitations in RCW 18.53.010; a dentist under chapter 18.32
RCW, a podiatric physician and surgeon under chapter 18.22 RCW; a veterinarian under chapter 18.92
RCW, a registered nurse, advanced registered nurse practitioner, or licensed practical nurse under
chapter 18.79 RCW, a naturopathic physician under chapter 18.36A RCW who is licensed under RCW
18.36A.030 subject to any limitations in RCW 18.36A.040; a pharmacist under chapter 18.64 RCW or a
scientific investigator under this chapter, licensed, registered or otherwise permitted insofar as is
consistent with those licensing laws to distribute, dispense, conduct research with respect to or
administer a controlled substance in the course of their professional practice or research in this state.

(2) A pharmacy, hospital or other institution licensed, registered, or otherwise permitted to distribute,
dispense, conduct research with respect to or to administer a controlled substance in the course of
professional practice or research in this state.

(3) A physician licensed to practice medicine and surgery, a physician licensed to practice
osteopathic medicine and surgery, a dentist licensed to practice dentistry, a podiatric physician and
surgeon licensed to practice podiatric medicine and surgery, or a veterinarian licensed to practice
veterinary medicine in any state of the United States.

((69)) {dd) "Prescription” means an order for controlled substances issued by a practitioner duly
authorized by law or rule in the state of Washington to prescribe controlled substances within the scope
of his or her professional practice for a legitimate medical purpose.

((t»)) (ee) "Production” includes the manufacturing, planting, cultivating, growing, or harvesting of a
controlled substance.

((&)) (ff) "Retail outlet" means a location licensed by the state liquor control board for the retail sale
of useable marijuana and marijuana-infused products.

(gq) "Secretary" means the secretary of health or the secretary's designee.

((faa})) (hh) "State," unless the context otherwise requires, means a state of the United States, the
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District of Columbia, the Commonwealth of Puerto Rico, or a territory or insular possession subject to
the jurisdiction of the United States.

((éh})) (i) "THC concentration”" means percent of delta-9 tetrah cannabinol content per dr
weight of any part of the plant Cannabis, or per volume or weight of marijuana product.

(i) "Ultimate user" means an individual who lawfully possesses a controlled substance for the
individual's own use or for the use of a member of the individual's household or for administering to an
animal owned by the individual or by a member of the individual's household.

((tes})) (kk) "Useable marijuana" means dried marijuana flowers. The term "useable marijuana” does
not include marijuana-infused products,

(II) "Electronic communication of prescription information" means the communication of prescription
information by computer, or the transmission of an exact visual image of a prescription by facsimile, or
other electronic means for original prescription information or prescription refill information for a
Schedule 11I-V controlled substance between an authorized practitioner and a pharmacy or the transfer
of prescription information for a controlled substance from one pharmacy to another pharmacy.

[2013 ¢ 3 § 2 (Initiative Measure No. 502, approved November 6, 2012); 2010 ¢ 177 § 1, 2003 ¢ 142 §
4, 1998 ¢ 222 § 3, 1996 ¢ 178 § 18; 1994 sp.s. ¢ 9 § 739; 1993 ¢ 187 § 1. Prior: 1990 ¢ 248 § 1: 1990 ¢
219§ 3,1990 ¢ 196 § 8, 1989 1stex.s. ¢ 9 § 429; 1987 c 144 § 2; 1986 ¢ 124 § 1; 1984 c 153 § 18;
1980 c71§2, 1973 2nd ex.s. ¢ 38 § 1; 1971 ex.s. ¢ 308 § 69.50.101.]

Notes:
Reviser's note: This section did not amend the most current version of the RCW. It was
amended by 2013 ¢ 3 § 2 (Initiative Measure No. 502) without cognizance of its amendment by 2012
c88§1.

Intent -- 2013 ¢ 3 (Initiative Measure No. 502): "The people intend to stop treating adult
marijuana use as a crime and try a new approach that:

(1) Allows law enforcement resources to be focused on violent and property crimes;

(2) Generates new state and local tax revenue for education, health care, research, and
substance abuse prevention; and

(3) Takes marijuana out of the hands of illegal drug organizations and brings it under a tightly
regulated, state-licensed system similar to that for controlling hard alcohol.

This measure authorizes the state liquor control board to regulate and tax marijuana for persons
twenty-one years of age and older, and add a new threshold for driving under the influence of
marijuana." [2013 ¢ 3 § 1 (Initiative Measure No. 502, approved November 8, 2012).]

Severability ~- 2003 ¢ 142: See note following RCW 18.53.010.
Effective date ~- 1996 ¢ 178: See note following RCW 18.35.110.

Severability -- Headings and captions not law -- Effective date -- 1994 sp.s. ¢ 9: See RCW
18.79.900 through 18.79.902.

Finding -- 1990 ¢ 219: See note following RCW 69.41.030,
Effective date -- Severability -- 1989 1st ex.s. ¢ 9: See RCW 43.70.910 and 43.70.920.
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Severability -- 1973 2nd ex.s. ¢ 38: "If any of the provisions of this amendatory act, or its
application to any person or circumstance is held invalid, the remainder of the amendatory act, or the
application of the provision to other persons or circumstances, or the act prior to its amendment is
not affected.” [1973 2nd ex.s. ¢ 38 § 3]
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Chapter 314-55 WAC
MARIJUANA LICENSES, APPLICATION PROCESS, REQUIREMENTS, AND REPORTING

NEW SECTION

WAC 314-55-005 What is the purpose of this chapter? The purpose
of this chapter is to outline the application process, qualifications
and requirements to obtain and maintain a marijuana license and the
reporting requirements for a marijuana licensee.

NEW SECTION

WAC 314-55-010 Definitions. Following are definitions for the
purpose of this chapter. Other definitions are in RCW 69.50.101.

(1) "Applicant" or "marijuana license applicant" means any person
or business entity who is considered by the board as a true party of
interest in a marijuana license, as outlined in WAC 314-55-035,

(2) "Batch" means a quantity of marijuana-infused product con-
taining material from one or more lots of marijuana.

(3) "Business name" or "trade name" means the name of a licensed
business as used by the licensee on signs and advertising.

(4) "Child care center" means an entity that regularly provides

child day care and early learning services for a group of children for
periods of less than twenty-four hours licensed by the Washington
state department of early learning under chapter 170-295 WAC.

(5) "Elementary scheol"” means a school for early education that
provides the first four to eight years of basic education and recog-
nized by the Washington state superintendent of public instruction.

(6) "Financier"™ means any person or entity, other than a banking
institution, that has made or will make an investment in the licensed
business. A financier can be a person or entity that provides money as
a gift, loans money to the applicant/business and expects to be paid
back the amount of the loan with or without interest, or expects any
percentage of the profits from the business in exchange for a loan or
expertise.

(7) "Game arcade" means an entertainment venue featuring primari-
ly wvideo games, simulators, and/or other amusement devices where per-
sons under twenty-one years of age are not restricted.

(8) "Library" means an organized collection of resources made ac-—
cessible to the public for reference or borrowing supported with money
derived from taxation.

(9) "Licensee" or "marijuana licensee" means any person or entity
that holds a marijuana license, or any person or entity who is a true
party of interest in a marijuana license, as outlined in WAC
314-55-035,

{10) "Lot"™ means either of the following:
{(a) The flowers from one or more marijuana plants of the same
strain. A single lot of flowers cannot weigh more than five pounds; or

[ 1) OTS-5501.4
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{b) The trim, leaves, or other plant matter from one or more mar-
ijuana plants. A single lot of trim, leaves, or other plant matter
cannot weigh more than fifteen pounds.

(11) "Marijuana strain" means a pure breed or hybrid variety of
Cannabis reflecting similar or identical combinations of properties
such as appearance, taste, color, smell, cannabinoid profile, and po-
tency.

(12) "Member" means a principal or governing person of a given
entity, including but not limited to: LLC member/manager, president,
vice-president, secrestary, treasurer, CEO, director, stockholder,

partner, general partner, limited partner. This includes all spouses
of all principals or governing persons named in this definition and
referenced in WAC 314-55-035.

(13} "Pesticide" means, kut is not limited to: (a) Any substance
or mixture of substances intended to prevent, destroy, control, repel,
or mitigate any insect, rodent, snail, slug, fungus, weed, and any
other form of plant or animal life or virus, except virus on or in a
living person or other animal which 1is normally considered to be a
pest; (b) any substance or mixture of substances intended to be used
as a plant regulator, defoliant, or desiccant; and (c) any spray adju-
vant. Pesticides include substances commonly referred to as herbi-
cides, fungicides, and insecticides.

(14) "Perimeter" means a property line that encloses an area.

(15) "Plant canopy" means the square footage dedicated to live
plant production, such as maintaining mother plants, propagating
plants from seed to plant tissue, clones, vegetative or flowering
area. Plant canopy does not include areas such as space used for the
storage of fertilizers, pesticides, or other products, quarantine, of-
fice space, etc.

(16) "Playground" means a public cutdoor recreation area for
children, usually equipped with swings, slides, and other playground
equipment, owned and/or managed by a city, county, state, or federal
government .

(17) "Public park" means an area of land for the enjoyment of the
public, having facilities for rest and/or recreation, such as a base-
ball diamond or basketball court, owned and/or managed by a city,
county, state, federal government, or metropolitan park district. Pub-
lic park does not include trails.

(18) "Public transit center”" means a facility located cutside of
the public right of way that is owned and managed by a transit agency
or city, county, state, or federal government for the express purpose
of staging people and vehicles where several bus or other transit
routes converge. They serve as efficient hubs to allow bus riders from
various locations to assemble at a central point to take advantage of
express trips or other route tc route transfers.

(19) "Recreation center or facility" means & supervised center
that provides a broad range of activities and events intended primari-
ly for use by persons under twenty-one years of age, owned and/or man-
aged by a charitable nonprofit organization, city, county, state, or
federal government.

(20) "Residence" means a person's address where he or she physi-
cally resides and maintains his or her abode.
(21) "Secondary school"™ means a high and/or middle school: A

school for students who have completed their primary education, usual-
ly attended by children in grades seven to twelve and recognized by
the Washington state superintendent of public instruction.
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(22) "Unit" means an individually packaged mari-juana-infused sol-
id or liquid product meant to be eaten or swallowed, not to exceed ten
servings or one hundred milligrams of active tetrahydrocannabinol
(THC), or Delta 9.

NEW SECTTION

WAC 314-55-015 General information about marijuana licenses. (1)
A person or entity must meet certain qualifications to receive a mari—
juana license, which are continuing qualifications in order to main-
tain the license.

(2) All applicants and employees working in each licensed estab-
lishment must be at least twenty-one years of age.

(3) Minors restricted signs must be posted at all marijuana li-
censed premises.

(4) A marijuana license applicant may not exercise any of the
privileges of a marijuana license until the board approves the license
application.

(5) The board will not approve any marijuana license for a loca-
tion where law enforcement access, without notice or cause, is limi-
ted. This includes a personal residence.

{6) The board will not approve any marijuana license for a loca-
tion on federal lands.

(7) The board will not approve any marijuana retailer license for
a location within another business. More than one license could be lo-
cated in the same building if each licensee has their own area separa-
ted by full walls with their own entrance. Product may not be commin-
gled.

(8) Every marijuana licensee must post and keep posted its 1i-
cense, or licenses, and any additional correspondence containing con-
ditions and restrictions imposed by the board in a conspicuous place
cn the premises,

(3) In approving a marijuana license, the board reserves the
right to impose special conditions as to the involvement in the opera-—
tions of the licensed business of any former licensees, their former
employees, or any person who does not qualify for a marijuana license.

{10) A marijuana processor or retailer licensed by the board
shall conduct the processing, storage, and sale of marijuana-infused
products using sanitary practices and ensure facilities are construc-
ted, kept, and maintained in a clean and sanitary condition in accord-
ance with rules and as prescribed by the Washington state department
of agriculture under chapters 16-165 and 16-167 WAC.

(11) Marijuana licensees may not allow the consumption of mari-
juana or marijuana-infused products on the licensed premises.

NEW SECTION

WAC 314-55-020 Marijuana license qualifications and application
process. kach marijuana license application is unique and investigated
individually. The board may inquire and request documents regarding
all matters in connection with the marijuana license application. The
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application requirements for a marijuana license include, but are not
necessarily limited to, the following:

(1) Per RCW 69.50.331, the board shall send a notice to cities
and counties, and may send a notice to tribal governments or port au-
thorities regarding the marijuana license application. The local au-
thority has twenty days to respond with a recommendation to approve or
an objection to the applicant, locaticn, or both.

(2) The board will verify that the proposed business meets the
minimum regquirements for the type of marijuana license requested.

(3) The board will conduct an investigation of the applicants'
criminal  history and administrative wviolation history, per WAC
314-55-040 and 314-55-045.

(a) The criminal history background check will consist of comple-
tion of &a perscnal/criminal history form provided by the board and
submission of fingerprints to a vendor approved by the board. The ap-
plicant will be responsible for paying all fees required by the vendor
for fingerprinting. These fingerprints will be submitted to the Wash-
ington state patrol and the Federal Bureau of Investigation for com-
parison to their criminal records. The applicant will be responsible
for paying all fees required by the Washington state patrol and the
Federal Bureau of Investigation.

(b} Financiers will also be subject to criminal history investi-
gations equivalent to that of the license applicant. Financiers will
also be responsible for paying all fees required for the criminal his-
tory check. Financiers must meet the three month residency require-
ment.

{4) The board will conduct a financial investigation in order to
verify the source of funds used for the acquisition and startup of the
business, the applicants' right to the real and personal property, and
to verify the true party(ies) of interest.

(5) The board may require a demonstration by the applicant that
they are familiar with marijuana laws and rules.

(6) The board may conduct a final inspection of the proposed li-
censed business, in order to determine if the applicant has complied
with all the requirements of the license reguested.

(7) Per RCW €9.50.331 (1) (b), all applicants applying for a mari-
juana license must have resided in the state of Washington for at
least three months prior to application for a marijuana license. All
partnerships, employee cooperatives, associations, nonprofit corpora-
tions, corporaticns and limited 1liability companies applying for a
marijuana license must be formed in Washington. All members must also
meet the three month residency regquirement. Managers or agents who
manage a licensee's place of business must also meet the three month
residency requirement.

(8) Submission of an operating plan that demonstrates the appli-
cant 1s qualified to hold the marijuana license applied for to the
satisfaction of the board. The operating plan shall include the fol-
lowing elements in accordance with the applicable standards in the
Washington Administrative Code {(WAC).

(9) As part of the application process, each applicant must sub-
mit in a format supplied by the board an coperating plan detailing the
following as it pertains to the license type being sought. This oper-
ating plan must also include a floor plan cr site plan drawn to scale
which illustrates the entire operation being proposed. The operating
plan must include the following informaticn:
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Producer

Processor

Retailer

Security

Security

Security

Traceability

Traceability

Traceability

Employee qualifications and training

Employee qualifications and training

Employee qualifications and training

Transportation of product including
packaging of product for transportation

Transportation of product

Destruction of waste product

Destruction of waste product

Destruction of waste product

Description of growing operation
including growing media, size of grow
space allocated for plant production,
space allocated for any other business
activity, description of all equipment
used in the production process, and a
list of soil amendments, fertilizers,
other crop production aids, or
pesticides, utilized in the production
process

Description of the types of products to
be processed at this location together
with a complete description of all
equipment and solvents, gases,
chemicals and other compounds used
to create extracts and for processing of
marijuana-infused products

Testing procedures and protocols

Testing procedures and protocols

Description of the types of products to
be processed at this location together
with a complete description of
processing of marijuana-infused
products

Description of packaging and labeling
of products to be processed

What array of products are to be sold
and how are the products to be
displayed to consumers

After obtaining a license, the license holder must notify the
board in advance of any substantial change in their operating plan.
Depending on the degree of change, prior approval may be required be-
fore the changs is implemented.

(10) Applicants applying for a marijuana license must be current
in any tax obligations to the Washington state department of revenue,
as an individual or as part of any entity in which they have an owner-
ship interest. Applicants must sign an attestation that, under penalty
of denial or loss of licensure, that representation is correct.

(11) The issuance or approval of a license shall not be construed
as a license for, or an approval of, any violations of local rules or
ordinances including, but not limited to: Building and fire codes,
zoning ordinances, and business licensing requirements.

(12) Upon failure to respond to the board licensing and regula-
tion division's requests for information within the timeline provided,
the application may be administratively closed or denial of the appli-
cation will be sought.

NEW SECTION

WAC 314-55-035 What persons or entities have to qualify for a
marijuana license? A marijuana license must be issued in the name(s)
of the true party(ies) of interest.

(1} True parties of interest - For purposes of this title,
party of interest" means:

"true
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not mean:

88

True party of interest

Persons to be qualified

Sole proprietorship Sole proprietor and spouse.
General partnership All partners and spouses.
Limited partnership, «  All general partners and
limited liability their spouses.
partnesship, or limited . o
fiability limited ;Alélllgngléted partners and
partnership P '
Limited liability ¢ All members and their
company spouscs.
*  All managers and their
spouses.
Privately held ¢ All corporate officers
corporation (or persons with
equivalent title) and
their spouses.
+  All stockholders and
their spouses.
Publicly held All corporate officers (or
corporation persons with equivalent title)

and their spouses.

All stockholders and their
spouses,

Multilevel ownership
structures

All persons and entities that
make up the ownership
structure (and their spouses).

Any entity or person
(inclusive of financiers)
that are expecting a
percentage of the profits
in exchange for a
monetary loan or
expertise.

Any entity or person who is
in receipt of, or has the right
to receive, a percentage of
the gross or net profit from
the licensed business during
any full or partial calendar or
fiscal year.

Any entity or person who
exercises control over the
licensed business in
exchange for money or
expertise.

For the purposes of this
chapter:

«  "Gross profit" includes
the entire gross receipis
from all sales and
services made in, upon,
or from the licensed
business.

= "Net profit" means
gross sales minus cost
of goods sold.

Nonprofit corporations

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

For purposes of this

section,

"true party of interest" doces

(a) A person or entity receiving reasonable payment for rent on a
fixed basis under a bona fide lease or rental obligation, unless the

[
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lessor or property manager exercises control over or participates in
the management of the business.

(b) A perscn who receives a bonus as an employee, if: The employ-
ee is on a fixed wage or salary and the bonus is not more than twenty-
five percent of the employee's prebonus annual compensation; or the
bonus is based on a written incentive/bonus program that is not out of
the ordinary for the services rendered,

(c) A person or entity contracting with the applicant (s} to sell
the property, unless the contract holder exercises contrcl over or
participates in the management of the licensed business.

(3) Financiers - The board will conduct a financial investigation
as well as a criminal background of financiers.

(4) Persons who exercise control of business - The board will
conduct an investigation of any person or entity who exercises any
control over the applicant's business operations. This may include
both a financial investigation and/or a criminal history bkackground.

NEW SECTION

WAC 314-55-040 What criminal history might prevent a marijuana
license applicant from receiving or keeping a marijuana license? (1)
When the board processes a criminal history check on an applicant, it
uses a poilnt system tc determine if the person qualifies for a 1li-
cense. The bcard will not normally issue a marijuana license or renew
& license to an applicant who has accumulated eight or more points as
indicated below:

Time period
during which
points will be

Description assigned Points assigned
Felony Ten years 12 points
conviction
Gross Three years 5 points
misdemeanor
conviction
Misdemeanor Three years 4 points
conviction
Currently under | n/a 8 points

federal or state
supervision for a
felony
conviction

Nondisclosure n/a 4 points each
of any of the
above

{2) If a case 1s pending for an alleged offense that would earn
eight or more points, the board will hold the application for the dis-
position of the case. If the disposition is not settled within ninety
days, the board will administratively close the application.

(3) The board may not issue a marijuana license to anyone who has
accumulated eight or more points as referenced above. This is a dis-
cretionary threshold and it is further recommended that the following
exceptions to this standard be applied:
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Exception to criminal history point assignment. This exception to
the criminal history point assignment will expire on July 1, 2014:

(a) Prior to initial license application, two federal or state
misdemeanor convictions for the possession only of marijuana within
the previous three years may not be applicable to the criminal history
points accumulated. All criminal history must be reported on the per-
sonal/criminal history form.

(1) Regardless of applicability, failure to disclose full crimi-
nal history will result in point accumulation;

(ii) State misdemeanor possessicn convictions accrued after De-
cember 6, 2013, exceeding the allowable amounts of marijuana, usable
marijuana, and marijuana-infused products described in chapter 69.50
RCW shall count toward criminal history point accumulation.

(b) Prior to inditial *license application, any single state or
federal conviction for the growing, possession, or sale of marijuana
will be considered for mitigation on an individual basis. Mitigation
will be considered based on the quantity of product invelved and other
circumstances surrcunding the conviction.

(4) Once licensed, marijuana licensees must report any criminal
convictions to the board within fourteen days.

NEW SECTION

WAC 314-55-~045 What marijuana law or rule violation history might
prevent an applicant from receiving a marijuana license? The board
will conduct an investigation of all applicants' marijuana law or rule
administrative violation history. The koard will not normally issue a
marijuana license to a person, or to an entity with a true party of
interest, who has the following vioclation history; or to any person
who has demonstrated a pattern of disregard for laws or rules.

Violation Type
(see WAC 314-55-515) Period of Consideration
¢ Three or more public *  Violations issued
safety violations; within three years of
the date the
application is received
by the board's

licensing and
regulation division.

«  Four or more
regulatory violations;
or

»  One to four, or more *  Violations issued
license violations. within the last three
years the true
party(ies) of interest

were licensed.,

NEW SECTICN

WAC 314-55-050 Reasons the board may seek denial, suspension, or
cancellation of a marijuana license application or license. Following
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is a list of reasons the board may deny, suspend, or cancel a marijua-
na license application or license. Per RCW 69.50.331, the beard has
broad discretionary authority to approve or deny a marijuana license
application for reasons including, but not limited to, the following:

(1) Failure to meet qualifications or requirements for the spe-
cific marijuana producer, processor, or retall license, as outlined in
this chapter and chapter 69.50 RCW.

(2) Failure or refusal to submit information or documentation re-
guested by the board during the evalustion process.

(3) The applicant makes a misrepresentation of fact, or fails to
disclose a material fact to the board during the application process
or any subsequent investigation after a license has been issued.

(4) Failure to meet the criminal history standards cutlined in
WAC 314-55-040.

(5) Failure to meet the marijuana law or rule violation history
standards outlined in WAC 314-55-045,

(6) The source of funds identified by the applicant toc be used
for the acquisition, startup and operation of the business is ques-
tionable, unverifiable, or determined by the board to be gained in a
manner which is in violation by law.

{7) Denies the board or its authorized representative access to
any place where a licensed activity takes place or fails to produce
any book, record or document required by law or board rule.

(8) Has been denied or had a marijuana license or medical mari-
juana license suspended or canceled in another state or local Jjuris-
diction.

(9} Where the city, county, tribal government, or port authority
has submitted a substantiated objection per the requirements in RCW
69.50.331 (7) and (92).

{10} The board shall not issue a new marijuana license 1if the
proposed licensed business is within one thousand feet of the perime-
ter of the grounds of any of the following entities. The distance
shall be measured along the most direct route over or across estab-
lished public walks, streets, or other public passageway between the
proposed building/business location to the perimeter of the grounds of
the entities listed below:

} Elementary or secondary school;
b) Playground;

c) Recreation center or facility;
d} Child care center;

e) Public park;

f) Public transit center;

g) Library; or

(h) Any game arcade (where admission is not restricted to persons
age twenty-one or clder).

(11) Has failed to pay taxes or fees required under chapter 69.50
RCW or failed to provide production, processing, inventory, sales and
transportation reports to documentation required under this chapter.
(12) Failure to submit an attestation that they are current in
any tax obligations tc the Washington state department of revenue.

(13) Has been denied a liguor license or had a liquor license
suspended or revoked in this or any other state.

(1l4) The operating plan does not demonstrate, to the satisfaction
of the board, the applicant is qualified for a license.

(15) Failure to operate in accordance with the board approved op-
erating plan.
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(16) 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.

NEW SECTICN

WAC 314-55-070 Process if the board denies a marijuana license
application. If the board denies a marijuana license application, the
applicants may:

(1) Request an administrative hearing per chapter 34.05 RCW, the
Administrative Procedure Act.

(2) Reapply for the license no sconer than one year from the date
on the final order cof denial.

NEW SECTION

WAC 314-55-075 What is a marijuana producer license and what are
the requirements and fees related to a marijuana producer license? (1)
A marijuana producer license allows the licensee to produce marijuana
for sale at wholesale to marijuana processor licensees and to other
marijuana producer licensees. Marijuana production must take place
within a fully enclosed secure indoor facility or greenhouse with rig-
id walls, a roof, and doors. Outdoor production may take place in non-
rigid greenhouses, other structures, or an expanse of open or cleared
ground fully enclosed by a physical barrier. To obscure public view of
the premises, outdoor preduction must be enclosed by a sight obscure
wall or fence at least eight feet high. Outdoor producers must meet
security requirements described in WAC 314-55-083.

(2) The application fee for a marijuana producer license is two
hundred fifty dollars. The applicant is also responsible for paying
the fees required by the approved vendor for fingerprint evaluation.

(3) The annual fee for issuance and renewal of a marijuana pro-
ducer license is one thousand dollars. The board will conduct random
criminal history checks at the time of renewal that will require the
licensee to submit fingerprints for evaluation from the approved ven-
dor. The licensee will be responsible for all fees required for the
criminal history checks.

(4} The board will initially limit the opportunity to apply for a
marijuana producer license to a thirty-day calendar window beginning
with the effective date of this section. In order for a marijuana pro-
ducer application license to be considered it must be received no lat-
er than thirty days after the effective date of the rules adopted by
the board. The board may reopen the marijuana producer application
window after the initial evaluation of the applications received and
at subsequent times when the board deems necessary.

{(5) Any entity and/or principals within any entity are limited to
no more than three marijuana producer licenses.

{6) The maximum amount of space for marijuana production is limi-
ted to twe million square feet. Applicants must designate on their op-
erating plan the size category of the production premises and the
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amount of actual square footage in their premises that will be desig-
nated as plant canopy. There are three categories as follows:
(a) Tier 1 - Less than two thousand square feel;

(b) Tier 2 - Two thousand sgquare feet to ten thousand square
feet; and
(c) Tier 3 - Ten thousand sguare feet to thirty thousand square

feet.

(7) The board may reduce a licensee's or applicant's square foot-
age designated to plant canopy for the following reasons:

{a) If the amount of square feet of production of all licensses
exceeds the maximum of two million square feet the board will reduce
the allowed sguare footage by the same percentage.

{b) If fifty percent production space used for plant canopy in
the licensee's operating plan is not met by the end of the first year
of operation the board may reduce the tier of licensure.

{8) If the total amount of square feet of marijuana production
exceeds two million square feet, the board reserves the right to re-
duce all licensee's production by the same percentage or reduce licen-
see production by one or more tiers by the same percentage.

(9) The maximum allowed amount of marijuana on & producer's prem-
ises at any time is as follows:

(a) Outdoor or greenhouse grows — One and one-quarter of a year's
harvest; or

(b) Indoor grows - Six months of their annual harvest.

NEW SECTION

WAC 314-55-077 What is a marijuana processor license and what are
the requirements and fees related to a marijuana processor license?
(1) A marijuana processor license allows the licensee to process,
package, and label usable marijuana and marijuana-infused products for
sale alb wholesale to marijuana retailers.

(2) A marijuana processor is allowed to blend tested useable mar-
ijuana from multiple lots into a single package for sale to a marijua-
na retail licensee providing the label requirements fcr each lot used
in the blend are met and the percentage by weight of each lot is also
included on the label.

(3) The avplication fee for a marijuana processor license is two
hundred fifty dollars. The applicant is also responsible for paying
the fees reauired by the approved vendor for fingerprint evaluation.

(4) The annual fee for issuance and renewal of a marijuana pro-
cessor license is one thcusand dollars. The board will conduct random
criminal history checks at the time of renewal that will require the
licensee to submit fingerprints for evaluation from the approved ven-
dor. The licensee will be responsible for all fees required for the
criminal history checks.

{5) The board will initially limit the opportunity to apply for a
marijuana processor license to a thirty-day calendar window beginning
with the effective date of this section. In order for a marijuana pro-
cessor application license to be considered it must be received no
later than thirty days after the effective date of the rules adopted
by the bocard. The board may reopen the marijuana processcr application
window after the initial evaluaticn of the applications that are re-
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ceived and processed, and at subsequent times when the board deems
necessary.

(6) Any entity and/or principals within any entity are limited to
no more than three marijuana processor licenses.

(7) Marijuana processor licensees are allowed to have a maximum
of six months of their average useable marijuana and six months aver-
age of their total production on their licensed premises at any time.

NEW SECTION

WAC 314-55-079 What is a marijuana retailer license and what are
the requirements and fees related to a marijuana retailer license? (1)
A marijuana retailer license allows the licensee to sell only usable
marijuana, marijuana-infused products, and marijuana paraphernalia at
retail in retail ocutlets to persons twenty-cne years of age and older.

(2} Marijuana extracts, such as hash, hash o0il, shatter, and wax
can be infused in products sold in a marijuana retail store, but RCW
$9.50.354 does not allow the sale of extracts that are not infused in
products. A marijuana extract does not meet the definition of a mari-
juana-infused product per RCW 69.50.101.

{3) Internet sales and delivery of product is prohibited.

{4) The application fee for a marijuana retaller's license is two
hundred fifty dollars. The applicant is also responsible for paying
the fees reguired by the approved vendor for fingerprint evaluation.

(5) The annual fee for issuance and renewal of a marijuana re-
tailer's license is one thousand dollars. The board will conduct ran-
dom criminal history checks at the time of renewal that will require
the licensee to submit fingerprints for evaluation from the approved
vendor. The licensse will be responsible for all fees required for the
criminal history checks.

(6) Marijuana retailers may not sell marijuana products below
their acquisition cost.

{(7) Marijuana retaller licensees are allowed to have a maximum of
four months of their average inventory on their licensed premises at
any given time.

NEW SECTION

WAC 314-55-081 Who can apply for a marijuana retailer license?
{1) Using estimated consumption data and population data obtained from
the office of financial management (OFM) population data, the liquor
control board will determine the maximum number of marijuana retail
locations per county.

The number of retail locations will be determined using a method
that distributes the number of locations proporticonate to the most
populous cities within each county. Locations not assigned to a spe-
cific ecity will be at large. At large locations can be used for unin-
corporated areas in the county or in cities within the county that
have no retail licenses designated. Once the number of locations per
city and at large have been identified, the eligible applicants will
be selected by lottery in the event the number of applications exceeds
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the allotted amcunt for the cities and county. Any lottery conducted
by the board will be witnessed by an independent third party.

(2} The number of marijuana retail licenses determined by the
board can be found on the liguor control board web site at
www.lig.wa.gov.

(3) Any entity and/or principals within any entity are limited to
no more than three retail marijuana licenses with no multiple location
licensee allowed more than thirty-three percent of the allowed licen-
ses in any county or city.

{4) The board will initially limit the opportunity to apply for a
marijuana retailer license to a thirty-day calendar window beginning
with the effective date of this section. In order for a marijuana re-
tailer license application to be considered it must ke received no
later than thirty days after the effective date of the rules adopted
by the board. The board may reopen the marijuana retailer application
window after the initial evaluation of the applications received and
at subsequent times when the board deems necessary.

NEW SECTION

WAC 314-55-082 Insurance requirements. Marijuana licensees shall
provide insurance coverage as set out in this section. The intent of
the required insurance is to protect the consumer should there be any
claims, suits, actions, costs, damages or expenses arising from any
negligent or intentional act or omission of the marijuana licensees.
Marijuana licensees shall furnish evidence in the form of a certifi-
cate of insurance satisfactory to the beoard that insurance, in the
following kinds and minimum amounts, has been secured. Failure to pro-
vide proof of insurance, as required, may result in license cancella-
tlon,

(1) Commercial general liability insurance: The licensee shall at
all times carry and maintain commercial general liability insurance
and if necessary, commercial umbrella insurance for bodily injury and
property damage arising out of licensed activities. This insurance
shall cover such claims as may be caused by any act, omission, or neg-
ligence of the licensee or its officers, agents, representatives, as-
signs, or servants. The insurance shall 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. The
limits of liability insurance shall not be less than one million dol-
lars.

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

(3) Additional insured. The board shall be named as an additional
insured on all general liability, umbrella, and excess insurance poli-
cies. All policies shall be primary over any other valid and collecta-
ble insurance.
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NEW SECTION

WAC 314-55-083 What are the security requirements for a mariijuana
licensee? The security requirements for a marijuana licensee are as
follows:

(1) Display of identification badge. All employees on the 1li-
censed premises shall be required to hold and properly display an
identification badge issued by the licensed employer at all times
while on the licensed premises.

(2) Alarm systems. At a minimum, each licensed premises must have
a security alarm system on all perimeter entry points and perimeter
windows. Motion detectors, pressure switches, duress, panic, and hold-
up alarms may also be utilized.

(3) Surveillance system. At a minimum, a complete video surveil-
lance with minimum camera resolution of 640x470 pixel and must be in-
ternet protocol (IP) compatible and recording system for controlled
areas within the licensed premises and entire perimeter fencing and
gates enclosing an ocutdoor grow operation, to ensure control of the
area. The requirements include image acquisition, wvideo recording,
management and monitoring hardware and support systems. All recorded
images must clearly and accurately display the time and date. Time is
to be measured in accordance with the U.S. National Institute Stand-
ards and Technology standards.

(a) All controlled access areas, security rooms/areas and all
points of ingress/egress to limited access areas, all points of in-
gress/egress to the exterior of the licensed premises, and all point-
cf-sale (POS) areas must have fixed camera coverage capable of identi-
fying activity occurring within a minimum of twenty feet of all entry
and exit points.

(b) Camera placement shall allow for the clear and certain iden-
tificaticen of any individual on the licensed premises.

(c) All entrances and exits to the facility shall be recorded
from both indoor and outdoor vantage points, and capable of clearly
identifying any activities occurring within the facility or within the
grow rooms in low light conditions. The surveillance system storage
device must be secured on-site in a lock box, cabinet, closet, or se-
cured in another manner to protect from employee tampering or criminal
theft.

(d) All perimeter fencing and gates enclosing an outdoor grow op-
eration must have full video surveillance capable of clearly identify-
ing any activities occurring within twenty feet of the exterior of the
perimeter. Any gate or other entry point that is part of the enclosure
for an outdoor growing operation must have fixed camera coverage capa-
ble of identifying activity occurring within a minimum of twenty feet
of the exterior, twenty-four hours a day. A motion detection lighting
system may be employed to illuminate the gate area in low light condi-
tions.

(e} Areas where marijuana is grown, cured or manufactured includ-
ing destroying waste, shall have a camera placement in the room facing
the primary entry door, and in adequate fixed positions, at a height
which will provide a clear, unobstructed view of the regular activity
without a sight Dblockage from lighting hoods, fixtures, or other
equipment, allowing for the clear and certain identification of per-
sons and activities at all times.

{f} All marijuana or marijuana-infused products that are intended
to be removed or transported from marijuana producer to marijuana pro-
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cessor and/or marijuana processor to marijuana retailer shall be stag-
ed 1In an area known as the "guarantine" locaticn for a minimum of
twenty—-four hours. Transport manifest with product information and
weights must be affixed to the product. At no time during the gquaran-
tine period can the product be handled or moved under any circumstan-
ces and 1s subject to auditing by the liquor control board or design-
ees.

(g) All camera recordings must be continucusly recorded twenty-
four hours a day. All surveillance recordings must be kept for a mini-
mum of forty-five days on the licensee's recording device. All videos
are subject to inspection by any liquor control board employee or law
enforcement officer, and must be copied and provided to the board or
law enforcement officer upon request.

(4) Traceability: To prevent diversion and to promote public
safety, marijuana licensees must track marijuana from seed to sale.
Licensees must provide the reguired information on a system specified
by the board. All costs related to the reporting requirements are
borne by the licensee. Marijuana seedlings, clones, plants, lots of
usable marijuana or trim, leaves, and other plant matter, batches of
extracts and marijuana-infused products must be traceable from produc-
tion through processing, and finally into the retail environment in-
cluding being able to identify which lot was used as base material to
create each batch of extracts or infused products. The feollowing in-
formation is required and must be kept completely up-to-date in a sys-
tem specified by the beard:

(a) Key notificaticn of "events," such as when a plant enters the
system (moved from the seedling or clone area to the vegetation pro-
duction area at a young age);

{b) When plants are to be partially or fully harvested or de-
stroyed;

{c) When a lot or batch of marijuana-infused product is to be de-
stroyed;

{d) When wusable marijuana or marijuana-infused products are
transported;

{e) Any theft of marijuana seedlings, clones, plants, trim or
other plant material, extract, infused product, or other item contain-
ing marijuana;

(£) There is a seventy-two hour mandatory waiting period after
the notification described in this subsection is given before any
plant may be destroyed or a lot or batch of marijuana or marijuana-in-
fused product may be destroyed;

{g) There is a twenty-four hour mandatory walting period after
the notification described in this subsection to allow for inspection
before a lot of marijuana is transported from a producer to a process-
sl

(h} There is a twenty—-four hour mandatory walting period after
the notification described in this subsection to allow for inspection
before useable marijuana, or marijuana-infused products are transpor-
ted from a processor tc a retailer.

(i} Prior to reaching eight inches in height or width, each mari-
juana plant must be tagged and tracked individually, which typically
should happened when a plant is moved from the seed germination or
clone area to the vegetation production area;

{j) A complete inventory of all marijuana seedlings, clones, all
plants, lots of usable marijuana or trim, leaves, and other plant mat-
ter, batches of extract and marijuana-infused products;

(k) All point of sale records;
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(1) Marijuana excise tax records;

(m) All samples sent to an independent testing lab and the quali-
ty assurance teslt results;

(n) All free samples provided to another licensee for purposes of
negotiating a sale;

(o) All samples used for testing for quality by the producer or
processor;

(p) Samples containing usable marijuana provided to retailers;

(q) Samples provided to the board or their designee for quality
assurance compliance checks; and

{r) Other information specified by the board.

(5) Start-up inventory for marijuana producers. Within fifteen
days of starting producticon operaticns a producer must have all non-
flowering marijuana plants physically on the licensed premises. The
producer must immediately record each marijuana plant that enters the
facility in the traceability system during this fifteen day time
frame. No flowering marijuana plants may be brought into the facility
during this fifteen day time frame. After this fifteen day time frame
expires, a producer may only start plants from seed or create clones
from a marijuana plant located physically on their licensed premises,
or purchase marijuana seeds, clones, or plants from another licensed
producer.

{6} Samples. Free samples of usable marijuana may be provided by
producers or processors, or used for product gquality testing, as set
forth in this section.

{a) Samples are limited to two grams and a producer may not pro-
vide any one licensed processor more than four grams of usable mari-
juana per month free of charge for the purpose of negotiating a sale.
The producer must record the amount of each sample and the processor
receiving the sample in the traceability system.

{b} Samples are limited to twec grams and a processor may not pro-—
vide any cne licensed retailer more than four grams of usable marijua-
na per month free of charge for the purpose of negotiating a sale. The
prccessor must record the amount of each sample and the retailer re-—
ceiving the sample in the traceability system.

(c}) Samples are limited to two units and a processor may not pro-
vide any one licensed retailer more than six ounces of marijuana in-
fused in solid form per month free of charge for the purpose of nego-
tiating a sale. The processor must record the amount of each sample
and the retailer receiving the sample in the traceability system.

(d) Samples are limited to two units and a processor may not pro-
vide any one licensed retailer more than twenty-four ounces of mari-
juana-infused liquid per month free of charge for the purpose of nego-—
tiating & sale. The processor must record the amount of each sample
and the retailer receiving the sample in the traceability system,

(e) Samples are limited to one-half gram and a processor may not
provide any one licensed retailer more than one gram of marijuana-in-
fused extract meant for inhalation per month free of charge for the
purpose of negotiating a sale. The processor must record the amount of
each sample and the retailer receiving the sample in the traceability
system.

(£) Producers may sample one gram of useable marijuana per
strain, per meonth for quality sampling. Sampling for quality may not
take place at a licensed premises. Only the producer or employees of
the licensee may sample the useable marijuana for quality. The produc-
er must record the amount of each sample and the employee(s) conduct-
ing the sampling in the traceability system.

[ 16 ] OT8=5501 4

98



99

(g) Processors may sample cne unit, per batch of a new edible
marijuana-infused product to be offered for sale on the market. Sam-
pling for quality may nct take place at a licensed premises. Only the
processor or employees of the licensee may sample the edible marijua-
na-infused product. The processor must record the amount of each sam-
ple and the employee{s) conducting the sampling in the traceability
system.

(h) Processors may sample up to one quarter gram, per batch of a
new marijuana-infused extract for inhalation to be offered for sale on
the market. Sampling for guality may not take place at a licensed
premises. Only the processor or employee(s) of the licensee may sample
the marijuana-infused extract for inhalation. The processor must re-
cord the amount of each sample and the employee(s) conducting the sam-
pling in the traceability system.

(1) The limits described in subsection (3) of this section do not
apply to the usable marijuana in sample jars that may be provided to
retailers described in WAC 314-55-105(8).

{j) Retailers may not provide free samples to customers.

NEW SECTION

WAC 314-55-084 Production of marijuana. Only the following speci-
fied soil amendments, fertilizers, other crop production aids, and
pesticides may be used in the production of marijuana:

(1) Materials listed or registered by the Washington state de-
partment of agriculture (WSDA) or Organic Materials Review Institute
{OMRI) as allowable for use in organic production, processing, and
handling under the U.S5. Department of Agriculture's national organics
standards, also called the National Organic Program (NOP), consistent
with requirements at 7 C.F.R. Part 205.

(2) Pesticides registered by WSDA under chapter 15.58 RCW as al-
lowed for use in the producticn, prccessing, and handling of marijua-
na. Pesticides must be used consistent with the label requirements.

(3} Commercial fertilizers registered by WSDA under chapter 15.54
RCW.

(4) Potting soil and other growing media available commercially
in the state of Washington may be used in marijuana producticon. Pro-
ducers growing outdoors are not required to meet land eligibility re-
guirements outlined in 7 C.F.R. Part 205.202.

NEW SECTION

WAC 314-55-085 What are the transportation requirements for a
marijuana licensee? (1) Notification of shipment. Upon transporting
any marijuana or marijuana product, a producer, processcr or retailex
shall notify the board of the type and amount and/or weight of mari-
juana and/or marijuana products being transported, the name of trans-
porter, times of departure and expected delivery. This information
must be reported in the traceability system described in WAC
314-55-083(4).
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{2) Receipt of shipment. Upcon receiving the shipment, the licen-
see receiving the product shall zreport the amount and/or weight of
marijuana and/or marijuana products received in the traceability sys-
tem,

(3) Transportation manifest. A complete transport manifest con-
taining all information required by the board must ke kept with the
product at all times.

(4) Records of transportation. Records of all transportation must
be kept for a minimum of three years at the licensee's location.

(5) Transportation of product. Marijuana or marijuana products
that are being transported must meet the following requirements:

(a) Only the marijuana licensee or an employee of the licensee
may transport product;

(b) Marijuana or marijuana products must be in a sealed package
or container approved by the board pursuant to WAC 314-55-105;

(c) Sealed packages or containers cannot be opened during trans-
port;

(d) Marijuana or marijuana products must be in a locked, safe and
secure storage compartment that is secured to the inside body/compart-
ment of the vehicle transporting the marijuana or marijuana products;

(e) Any vehicle transporting marijuana or marijuana products must
travel directly from the shipping licensee to the receiving licensee
and must not make any unnecessary stops in between except to other fa-
cilities receiving product.

NEW SECTION

WAC 314-55-086 What are the mandatory signs a marijuana licensee
must post on a licensed premises? (1) Notices regarding persons under
twenty-one years of age must be conspicuously posted on the premises
as follows:

Sign must contain the Required location

Type of licensee following language: of slgn
Marijuana "Persons under twenty- Conspicuous
producer, ang years of age not location at each
marijuana permitted on these entry to premises,

processor, and premises,”
marijuana retailer

The board will provide the reguired notices, or licensees may
design their own notices as long as they are legible and contain the
required language.

(2) 8Signs provided by the board prohibiting opening a package of
marijuana or marijuana-infused product in public or consumption of
marijuana or marijuana-infused products in public, must be posted as
follows:

Type of premises Required location of sign

Marijuana retail Posted in plain view at the main
entrance to the establishment.

(3) The premises' current and valid master license with appropri-
ate endorsements must be conspicucusly posted on the premises and
available for inspection by liquor enforcement officers.
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NEW SECTION

WAC 314-55-087 What are the recordkeeping requirements for mari-
juana licensees? (1) Marijuana licensees are responsible to keep re-
cords that clearly reflect all financial transactions and the finan-
cial condition of the business. The following records must be kept and
maintained on the licensed premises for a three-year period and must
be made available for inspection 1if requested by an employee of the
liquor control board:

(a) Purchase invoices and supporting documents, to include the
items and/or services purchased, from whom the items were purchased,
and the date of purchase;

(b) Bank statements and canceled checks for any accounts relating
to the licensed business;

(c) Accounting and tax records related to the licensed Dbusiness
and each true party of interest;

(d) Records of all financial transactions related to the licensed
business, including contracts and/or agreements for services performed
or received that relate to the licensed business;

(e) All employee reccrds, to include training;

(f) Records of each daily application of pesticides applied to
the marijuana plants or growing medium. For each application, the pro-
ducer shall record the following infecrmaticon on the same day the ap-
plication is made:

(1) Full name of each employee who applied the pesticide;

(1i) The date the pesticide was applied;

(iii) The name of the pesticide or product name listed on the
registration label which was applied;

(iv) The cconcentration and total amount of pesticide per plant;
and

(v) For outdoor production, the concentration of pesticide that
was applied to the field. Liquid applicetions may be recorded as, but
are not limited to, amount of product per one hundred gallons of lig-
uid spray, gallons per acre of output volume, ppm, percent product in
tank mix (e.g., one percent). For chemigation applications, record
"inches of water applied" or other appropriate measure.

{g) Soil amendment, fertilizers, or other crop production aids
applied to the growing medium or used in the process of growing mari-
Jjuana;

{h) Production and processing records, including harvest and cur-
ing, weighing, destructicn of marijuana, creating batches of marijua-
na—-infused products and packaging into lots and units;

{1) Records of each batch of extracts or infused marijuana prod-
ucts made, including at a minimum, the lots of usable marijuana or
trim, leaves, and other plant matter used (including the total weight
of the base product used), any solvents or other compounds utilized,
and the precduct type and the total weight of the end product produced,
such as hash oil, shatter, tincture, infused dairy butter, etc.;

(3} Transportation records as described in WAC 314-55-085;
(kY Inventory records;

(1} All samples sent to an independent testing lab and the quali-
ty assurance test results;

(m) All free samples provided to another licensee for purposes of
negotiating a sale;

(n)y All samples used for testing for quality by the producer or
processor;
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(o} Sample Jjars containing usable marijuana provided to retail-
ers; and

(p} Records of any theft of marijuana seedlings, clones, plants,
trim or other plant material, extract, marijuana-infused product, or
other item ccntaining marijuana.

(2) If the marijuana licensee keeps records within an automated
data processing (ADP) and/or poilnt-of-sale (P0S) system, the system
must include a methed for producing legible records that will provide
the same information required of that type of record within this sec-
tion. The ADPE and/or POS system is acceptable 1f it complies with the
following guidelines:

{a) Provides an audit trail so that details {invoices and vouch-
ers) underlying the summary accounting data may be identified and made
available upon request.

(b) Provides the opportunity to trace any transaction back to the
original source or forward to a final total. If printouts of transac-
tions are not made when they are processed, the system must have the
ability to reconstruct these transactions.

(¢) Has available a full description of the ADP and/or PO0OS por-
tion of the acceounting system. This should show the applications being
performed, the procedures emplcyed in each application, and the con-
trels used to ensure accurate and reliable processing.

{3} The provisions contained in subsections (1} and (2) of this
section do not eliminate the requirement to maintain source documents,
but they do allow the source documents to be maintained in some other
location.

NEW SECTION

WAC 314-55-089 What are the tax and reporting requirements for
marijuana licensees? (1) Marijuana licensees must submit monthly re-
port (s) and payments to the board. The required monthly reports must
be:

(a) On & form or electronic system designated by the board;

(b} Filed every month, including months with no activity or pay-
ment due;

(c) Submitted, with payment due, to the board on or before the
twentieth day of each month, for the previcus month. (For example, a
report listing transactions for the month of January is due by Febru-
ary 20th.} When the twentieth day of the month falls on a Saturday,
Sunday, or a legal holiday, the filing must be postmarked by the U.S.
Postal Service no later than the next postal business day;

{d} Filed separately for each marijuana license held; and

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

(2) Marijuana producer licensees: On a monthly basis, marijuana
producers must maintain records and report purchases from other 1i-
censed marijuana producers, current production and inventory on hand,
sales by product type, and lost and destroyed product in a manner pre-
scribed by the becard.

A marijuazna oroducer licensee must pay to the board a marijuana
excise tax of twenty-five percent of the selling price on each whole-
sale sale to a licensed marijuana processor.
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(3) Marijuana processor licensees: On a monthly basis, marijuana
processors must maintain records and report purchases from licensed
marijuana producers, production of marijuana-infused products, sales
by product type to marijuana retailers, and lost and/or destroyed
product in a manner prescribed by the board.

A marijuana processor licensee must pay to the board a marijuana
exclse tax cf twenty-five percent of the selling price on each whole-
sele sale of usable marijuana and marijuana—-infused product to a li-
censed marijuana retailer.

(4) Marijuana retailer's licensees: On a monthly basis, marijuana
retailers must maintain records and report purchases from licensed
marijuana processors, sales by product type to consumers, and lost
and/or destroyed product in a manner prescribed by the board.

A marijuana retailer licensee must pay to the board a marijuana
exclse tax of twenty-five percent of the selling price on each retail
sale of usable marijuana or marijuana-infused products.

NEW _SECTION

WAC 314-55-092 What if a marijuana licensee fails to report or
pay, or reports or pays late? (1) If a marijuana licensee does not
submit its monthly reports and payment (s) to the beoard as required in
WAC 314-55-089: The licensee is subject to penalties.

Penalties: A penalty of two percent per month will be assessed on
any payments postmarked after the twentieth day of the month following
the month c¢f sale. When the twentieth day of the month falls on a Sat-
urday, Sunday, or a legal holiday, the filing must be postmarked by
the U.S5. Postal Service no later than the next postal business day.

(2) Failure to make a report and/or pay the license taxes and/or
penalties in the manner and dates outlined in WAC 314-55-089 will Dbe
sufficient grounds for the board to suspend or revcke a marijuana 1li-
cense.

NEW SECTTON

WAC 314-55-095 Marijuana servings and transaction limitations.
Marijuana dosage and transaction limitations are as follows:

(1) Single serving. A single serving of a marijuana-infused prod-
uct amounts to ten milligrams active tetrahydrocannabinol (THC), or
Delta §.

(2) Maximum number of servings. The maximum number of servings in
any one single unit of marijuana-infused product meant to be eaten or
swallowed is ten servings or one hundred milligrams of active THC, or
Delta 9. A single unit of marijuana-infused extract for inhalation
cannot exceed one gram.

(3) Transaction limitation. A single transaction is limited to
one ounce of wusable marijuana, sixteen ounces of marijuana—-infused
product in solid form, seven grams of marijuana-infused extract for
inhalation, and seventy-two ounces of marijuana-infused preoduct in
liquid form for persons twenty-one years of age and older.
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NEW SECTION

WAC 314-55-097 Marijuana waste disposal—Liquids and solids. (1)
Sclid and liquid wastes generated during marijuana production and pro-
cessing must be stcred, managed, and disposed cof in accordance with
applicable state and local laws and regulations.

(2) Wastewater generated during marijuana procduction and process-
ing must be disposed of in compliance with applicable state and local
laws and regulations.

(3) Wastes from the production and processing of marijuana plants
must be evaluated against the state's dangerocus waste regulations
(chapter 173-303 WAC) to determine if those wastes designate as dan-
gerous waste. It is the responsibility of each waste generator to
properly evaluate their waste to determine if it designates as a dan-
gerous waste. I1If a generator's waste does designate as a dangerous
waste, then that waste(s) is subject to the applicable management
standards found in chapter 173-303 WAC.

(a) Wastes that must be evaluated against the dangerous waste
regulations include, but are not limited to, the following:

(1) Waste from marijuana flowers, trim and solid plant material
used to create an extract (per WAC 315-55-104),

(ii) Waste solvents wused in the marijuana process (per WAC
315-55-104) .

(iii) Discarded plant waste, spent solvents and laboratory wastes
from any marijuvana processing or quality assurance testing.

{(iv) Marijuana extract that fails to meet quality testing.

{b) Mariijuana wastes that do not designate as dangerous shall be
managed in accordance with subsection {4) of this section.

{c¢) A mariijuana plant, usable marijuana, trim and other plant ma-
terial in 1tself is not considered dangerous waste as defined under
chapter 173-303 WAC unless it has been treated or contaminated with a
sclvent.

(4) Marijuana waste that does not designate as dangerous waste
(per subsection (3) of this section} must be rendered unusable follow-
ing the methods in subsection (5) of this section prior to leaving a
licensed producer, processor, retail facility, or laboratory. Dispocsal
cof the marijuana waste rendered unusable must follow the methoeds under
subsection (6) of this section.

(a) Wastes that must be rendered unusable prior to disposal in-
clude, but are not limited to, the following:

(i) Waste evaluated per subsection (3) of this section and deter-
mined to not designate as "Dangerous Waste."

{(ii) Marijuana plant waste, including roots, stalks, leaves, and
stems that have not been processed with sclvent.

(iii) Solid marijuana sample plant waste possessed by third-party
laboratories accredited by the board to test for quality assurance
that must be disposed of.

(iv) Other wastes as determined by the LCB.

(b} A producer or processor must provide the board a minimum cof
seventy-two hours notice in the traceability system described in WAC
314-55-083(4) prior to rendering the product unusable and disposing eof
16,

(5) The allowable method to render marijuana plant waste unusable
is by grinding and incorporating the marijuana plant waste with other
ground materials so the resulting mixture is at least fifty percent
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nonmarijuana waste by volume. Other methods to render marijuana waste
unusable must be approved by LCB before implementation.

Material used to grind with the marijuana falls into two catego-
ries: Compostable waste and noncompostable waste.

{a) Compostable mixed waste: Marijuana waste to be disposed as
compost feedstock or in another organic waste method (for example,
anaerobic digester) may be mixed with the following types of waste ma-
terials:

(1) Food waste;

{(1i} Yard waste;

{1ii) Vegetable based grease or oils; or

{(iv) Other wastes as approved by the LCB.

(b) Noncompostable mixed waste: Marijuana waste to be disposed in
a landfill or another disposal method (for example, incinerator) may
be mixed with the following types of waste materials:

(1) Paper waste;

(ii) Cardboard waste;

(1ii) Plastic waste;

(iv) Soil; or

(v) Other wastes as approved by the LCB.

{6) Maridjuana wastes rendered unusable following the method de-
scribed in subsection (4) of this section can be disposed.

{a) Disposal of the marijuana waste renderec unusable may be de-
livered to & permitted solid waste facility for final disposition. Ex-
amples of acceptable permitted solid waste facilities include:

{1} Compostable mixed waste: Compost, anaerobic digester, or oth-
er facility with approval of the jurisdictional health department.

{ii) Noncompostable mixed waste: Landfill, incinerator, or other
facility with approval of the jurisdictional health department.

(b) Disposal of the marijuana waste rendered unusable may be man-
aged on-site by the generator in accordance with the standards cof
chapter 173-350 WAC.

(¢) A record of the final destination of marijuana waste rendered
unusable.

NEW SECTION

WAC 314-55-099 Standardized scales. (1) Marijuana producer and
processor licensees must have at least one scale on the licensed prem-
ises for the traceability and inventory of products.

(2) The scales and other measuring devices are subject to chapter
19.94 RCW, and must meet the requirements of the most current version
of chapters 16-662 and 16-664 WAC.

{3) Ticensees must register scales on a business license applica-
tion with business license services through the department of revenue
as required under chapter 19.94 RCW.

NEW SECTION

WAC 314-55-102 Quality assurance testing. (1) A person with fi-
nancial interest in an accredited third-party testing lab may not have
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direct or indirect financial interest in a licensed marijuana producer
or processor for whom they are conducting regquired quality assurance
tests.

{2) As a condition of accreditation, each lab must employ a sci-
entific director responsible to ensure the achievement and maintenance
of quality standards of practice. The scientific director shall meet
the follcwing minimum qualifications:

{a) Has earned, from a college or university accredited by a na-
tional or regional certifying authority a doctorate in the chemical or
biclogical sclences and a minimum of two years' post—degree laboratory
experience; or

{t) Has earned a master's degree in the chemical or biological
sciences and has a minimum of four years' of post-degree laboratory
experience; or

{c) Has earned a kachelor's degree in the chemical or biological
sciences and has a minimum of six years of post-education laboratory
experience.

{3) As a condition of accreditation, labs must follow the most
current version of the Cannabis Inflorescence and Leaf monograph pub-
lished by the American Herbal Pharmacopoeia or notify the board what
alternative scientifically wvalid testing methodology the lab is fol-
lowing for each quality assurance test. The beoard may require third-
party validation of any monograph or analytical method followed by the
lab to ensure the methodology produces scientifically accurate results
prior to them using those standards when conducting required quality
assurance tests.

(4) As a condition of accreditation, the board may require third-
party wvalidation and ongoing monitoring of a lab's basic proficiency
to correctly execute the analytical methodologies employed by the lab.

(5) Labs must adopt and follow minimum good lab practices (GLFs),
end maintain internal standard operating procedures (SCPs), and a
gquality control/quality assurance (QC/QA) program as specified by the
board. The board or authcrized third-party organization can conduct
audits of a lab's GLPs, SOPs, QC/QA, and inspect all other related re-
cords.

(6) The general body of reguired quality assurance tests for mar-
ijuana flowers, infused products, and extracts may include moisture
content, potency analysis, foreign matter inspection, microbiological
screening, pesticide and other chemical residue and metals screening,
and residual sclvents levels.

{7) Table of required guality assurance tests.

Product Test(s) Required Suample Size Needed to Complete all Tests
Flowers to be sold as usable marijuana (see note 1. Moisture content Up to 7 grams
below) 2. Poleney analysis

3. Foreign matter inspection
4. Microbiological screening

Flowers 1o be used to make an extract None None
(nonsolvent) like kief, hashish, bubble hash, or
infused dairy butter, or oils or fats devived from
natural sources

Extract (nonsolvent) like kief, hashish, bubble 1. Potency analysis Up to 7 grams
hash or infused dairy bulter, or oils or fats 2. Foreign matter inspection
derived from natural sources 3, Microbiological screening
Flowers to be used to make an extract (solvent 1. Foreign matter inspection Up to 7 grams
based), made with a CO, extractor, or with a 2. Microbiological screening

food grade ethanol or glycerin
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Product Test(s) Required Sample Size Needed to Complete all Tests
Extract (solvent based) made using n-butune, 1. Potency analysis Up to 2 grams
isobutane, propane, heptane, or other solvents or | 2. Residual solvent test
gases approved by the board of at least 99% 3. Micrebiolegical screening (enly if using
purity flowers and other plant material that failed
initial test)
Extract made with a CO5 extractor like hash oil 1. Potency analysis Up to 2 grams

2. Microbiological sereening (only if using
flowers and other plant material that faile
initial test)

Extracl made with food grade ethanol 1. Potency analysis Up to 2 grams
2. Microbiological screening (enly if using
flowers and other plant material that failed
initial test)

Extract made with food grade glycerin or 1. Potency analysis Up to | gram
propylene glycol
Infused edible 1. Potency analysis 1 unit

2. Microbialogical screening

Infused liquid like a soda or tonic 1. Potency analysis 1 unit
2. Microbiclogical screening

Infused topical 1. Potency analysis 1 unit

(8) Independent testing labs may request additional sample mate-—
rial in excess of amounts listed in the table in subsection (7) of
this section for the purposes of completing required quality assurance
tests. Labs meeting the board's accreditation reguirements may re-
trieve samples from a marijuana licensee's licensed premises and
transport the samples directly to the lab.

{9) Labs meeting the bocard's accreditation reguirements are not
limited in the amount of useable marijuana and marijuana products they
may have cn their premises at any given time, but they must have re-
cords to prove all marijuana and marijuana-infused products only for
the testing purposes described in WAC 314-55-102.

{10) At the discretion of the board, a producer or processor must
provide an employee of the board or their designee samples in the
amount listed in subsection (7) of this section for random compliance
checks. Samples may be screened for pesticides and chemical residues,
unsafe levels of metals, and used for other quality assurance tests
deemed necessary by the board. All costs of this testing will ke borne
by the producer or processor.

{11) No lot of usable flower or batch of marijuana-infused prod-
uct may be sold or transported until the completion of all required
quality assurance testing.

{12) Any useable marijuana or marijuana—-infused product that
passed the required quality assurance tests may be labeled as "Class
A." Only "Class A" useable marijuana or marijuana-infused product will
be allowed to be sold.

{13) If a lot of marijuana flowers fail a guality assurance test,
any marijuana plant trim, leaf and other usable material from the same
plants automatically fails quality assurance testing also. Upon appro-
val of the board, a lot that fails a quality assurance test may be
used to make a COp or solvent based extract. After processing, the CC,
or solvent based extract must still pass all reguired quality assur-
ance tests in WAC 314-55-102.

(14) At the request of the producer or processor, the board may
authorize a retest to validate a failed test result on a case-by-case
basis. All costs of the retest will be borne by the preducer or the
processor.
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NEW SECTION

WAC 314-55-104 Marijuana processor license extraction require-
ments. (1) Processors are limited to certain methods, equipment, sol-
vents, gases and mediums when creating marijuana extracts.

(2) Processors may use the hydrocarbons N-butane, isobutane, pro-
pane, or heptane or other solvents or gases exhibiting low to minimal
potential human health-related toxicity approved by the board. These
solvents must be of at least ninety-nine percent purity and a process-
or must use them in a professional grade closed loop extraction system
designed to recover the solvents, work in a spark free environment
with proper ventilation, and follow all applicable local fire, safety
and building ceodes in processing and the storage of the solvents.

(3) Processors may use a professional grade closed loop CO; gas
extraction system where every vessel 1is rated to a minimum of nine
hundred pounds per square inch and follow all applicable local fire,
safety and building codes in processing and the storage of the sol-
vents. The CO; must be of at least ninety-nine percent purity.

(4) Processors may use heat, screens, presses, steam distilla-
tion, ice water, and other methods without employing solvents or gases
to create kief, hashish, bubble hash, or infused dairy butter, or oils
or fats derived from natural sources, and other extracts.

(5) Processors may use food grade glycerin, ethanol, and propy-
lene glycol solvents to create extracts.

(6) Processors creating marijuana extracts must develop standard
operating procedures, gocd manufacturing practices, and a training
plan prior to producing extracts for the marketplace. Any person using
solvents or gases in & closed looped system tc create marijuana ex-
tracts must be fully trained on how to use the system, have direct ac-
cess to applicable material safety data sheets and handle and store
the sclvents and gases safely.

(7) Parts per million for one gram of finished extract cannot ex-—
ceed 500 parts per million or residual solvent or gas when quality as-
surance tested per RCW 69.50.348,

NEW SECTION

WAC 314-55-105 Packaging and labeling requirements. (1) All usa-
ble marijuana and marljuana products must be stored behind a counter
or other barrier to ensure a customer does not have direct access to
the product.

(2) Any container or packaging containing usable marijuana or
marijuana precducts must protect the product from contamination and
must not impart any toxic or deleterious substance to the usable mari-
juana or marijuana product.

(3) Upcon the request of a retail customer, a retailer must dis-—
close the name of the accredited third-party testing lab and results
of the required guality assurance test for any usable marijuana or
other marijuana product the customer is considering purchasing.

(4) usable marijuana and marijuana products may not be labeled as
organic unless permitted by the United States Department of Agricul-
ture in accordance with the Organic Foods Production Act.
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(5) The accredited third-party testing lab and required results
of the quality assurance test must be included with each lot and dis-
closed to the customer buying the lot.

(6} A marijuana producer must make guality assurance test results
available to any processor purchasing product. A marijuana producer
must label each lot of marijuana with the following information:

(a) Lot number;

(b) UBI number of the producer; and

(c) Weight of the product.

(7) Marijuana-infused products meant to be eaten, swallowed, or
inhaled, must be packaged in child resistant packaging in accordance
with Title 16 C.F.R. 1700 of the Poison Prevention Packaging Act or
use standards specified in this subsecticn. Marijuana—-infused product
in solid or liquid form may be packaged in plastic four mil or greater
in thickness and be heat sealed with no easy-open tab, dimple, corner,
or flap as to make it difficult for a child to open and as a tamper-
proof measure. Marijuana-infused product in liquid form may also be
sealed using a metal crown cork style bottle cap.

(8) A processor may provide a retailer free samples of usable
marijuana packaged in a sample jar protected by a plastic or metal
mesh screen to allow customers to smell the preduct before purchase.
The sample jar may not contain more than three and one-half grams of
usable marijuana. The sample jar and the usable marijuana within may
not be sold to a customer and must be either returned to the licensed
processor who provide the usable marijuana and sample jar or destroyed
by the retailer after use in the manner described in WAC 314-55-097
and noted in the traceability system.

(2) A producer or processor may not treat or otherwise adulterate
usable marijuana with any organic or nonorganic chemical or other com-—
pound whatscever to alter the color, appearance, weight, or smell of
the usable marijuana.

(10) Labels must comply with the version of NIST Handbook 130,
Uniform Packaging and Labeling Regulation adopted in chapter 16-662
WAC.

(11y All usable marijuana when sold at retail must include accom-
panying material that contains the following warnings that state:

(a) "Warning: This product has intoxicating effects and may be
habit forming. Smoking is hazardous Lo your health";

(b} "There may be health risks associated with consumption of
this product™;

(c) "Should not be used by women thal are pregnant or breast
feeding";

(d) "For use only py adults twenty-one and older. Keep out of
reach of children";

(e) "Marijuana can impalr cecncentration, coordination, and judg-
ment. Do not operate a vehicle or machinery under the influence of
this drug"; :

(f) Statement that discloses all pesticides applied to the mari-
juana plants and growing medium during production and processing.

{12) All marijuana-infused products sold at retail must include
accompanying material that contains the following warnings that state:

{a) "There may be health risks associated with consumption of
this product"'; _
{t) "This product is infused with marijuana or active compounds
of marijuana";
(c) "Should not be used by women that are pregnant or breast
feeding";
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(d} "Fecr use only by adults twenty-one and older. Keep out of
reach of children™;

(e} "Products c¢ontalining marijuana can impalr concentration, co-
ordination, and Jjudgment. Do not operate a vehicle or machinery under
the influence of this drug";

(f} "Caution: When eaten or swallowed, the intoxicating effects
of this drug may be delayed by two or more hours";

(g) Statement that discloses all pesticides applied to the mari-
juana plants and growing medium during production of the base marijua-
na used to create the extract added to the infused product; and

(h) Statement that discloses the type of extraction method, in-
cluding any sclvents, gases, or other chemicals or compounds used to
produce cr that are added to the extract.

{13) Labels affixed to the container or package containing usable
marijuana sold at retail must include:

{a) The business or trade name and Washington state unified busi-
ness identifier number of the licensees that produced, processed, and
sold the usable marijuana;

(k) Lot number;

{c) Concentration of THC, THCA, CBD, including a total of active
cannabinoids (potency profile);

{d) Net weight in ounces and grams or volume as approprizte;

(e) Warnings that state: "This preduct has intoxicating effects
and may be habit forming";

(£) Statement that "This product may be unlawful outside of Wash-
ington state”;

(g) Date of harvest.

(h) The becard may create a logo that must be placed cn all usable
marijuana and marijuana-infused products.

(14) Sample label mock up for a container or package containing
usable marijuana sold at retail with required information:

UBl: 1234567890010001 Loth: 1423
Date of Harvest: 4-14
The Best Resins
Blueberry haze
16.7 % THC 1.5% CBD

Warning — This product has Intoxicating effect and may be
habit forming

THIS PRODUCT IS UNLAWFUL GUTSIDE WASHINGTON STATE
Net welght: 7 grams

(15) Labels affixed to the container or package containing mari-
juana-infused products sold at retail must include:

(a} The business or trade name and Washington state unified busi-
ness identifier number of the licensees that produced, processed, and
sold the usable marijuana;

{b} Lot numbers of all base marijuana used to create the extract;

{c} Batch number;

{d} Date manufactured;
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{e) Best by date;

{f) Recommended serving size and the number of servings contained
within the unit, including total milligrams of active tetrahydrocanna-
bineol (THC)}, or Delta §;

{g) Net weight in ounces and grams, or volume as appropriate;

{h) List of all ingredients and any allergens;

(1) "Caution: When eaten or swallcwed, the intoxicating effects
of this drug may be delayed by two or more hours.”

(4) If a marijuana extract was added to the product, disclosure
of the type of extraction process and any solvent, gas, or other chem-
ical used in the extraction process, or any other compound added to
the extract;

(k} Warnings that state: "This product has intoxicating effects
and may be habit forming";

(1) Statement that "This product may be unlawful outside of Wash-
ington state";

(m) The board may create a logo that must be placed on all usable
marijuana and marijuana-infused products.

(16) Sample label mock up (front and back) for a container or
package containing marijuana-infused products sold at retail with re-
quired information:

{(Front of label)

UBl: 123456785001000L Batchi: 5463
The Best Resins
Space coke

CAUTION: whan eaten the effects of this product can be dalayed by as much as two
heurs.

Net welght: 6ot (128grams)
RODUCT 15 UNLAWFUL I T

(Back of label)

; Manufactured at: 111 Old Hwy Rd,, Mytown, WA an 1/14/14 Bast by 2/1/14

i
INGREDIENTS: Flour, Butter, Canola oil, Sugar, Chocolate, Marljuana, $trawbertles,
CONTAINS ALLERGENS: Milk, Wheat,

Serving slze: 10 MG of THC
This product contains 10 servings and a total of 100 MG of THC

Ing- This product has intoxlcating effacts and may be habit forming

NEW SECTION

WAC 314-55-120 Ownership changes. (1) Licensees must receive pri-
or board approval before making any of the following ownership changes
{see WAC 314-55-035 for the definition of "true party of interest"):
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Type of
Type of change application Fee

Change in the New application. | Application fee
qualifying and annual fee
persons in a: for current

Sole license privilege,
proprietorship,
general
partnership,
limited
partnership, or
limited liability
partnership.
Change in the Application for §75
qualifying change in
persons for a corporate officer
publicly or and/or

privately held stockholder.
corporation, The
board will waive
the fee for a
corporate
change when the
proposed change
consists solely
of dropping an
approved
officer,

Change in the Application for §75
qualifying change of
persons in a limited liability
limited liability company
company. member and/or
manager.

(2) The board may inguire into all matters in connection with any
such sale of stock/units or proposed change in officers/members.

NEW SECTION

WAC 314-55-125 Change of location. (1) Changing your marijuana
license tc a new location requires an application, per the process
outlined in WAC 314-55-020.

(2) A change of location occurs any time a move by the licensee
results in any change tec the physical lccation address.

NEW SECTION

WAC 314-55-130 Change of business name. (1) If you wish to change
the name of your business, you must apply for a change of trade name
with the department of revenue, business license service.

(2) If you wish to change your corporation or limited liability
company name, you must apply for a change of name through the secreta-
ry of state.

(3) See chapter 434-12 WAC for guidelines for trade names.
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NEW SECTION

WAC 314-55-135 Discontinue marijuana sales. You must notify the
board's enforcement and education division in writing if you plan to
stop doing business for more than thirty days, or if you plan to per-
manently discontinue marijuana sales.

NEW SECTION

WAC 314-55-140 Death or incapacity of a marijuana licensee. (1)
The appointed guardian, executor, administrator, receiver, trustee, or
assignee must notify the board's licensing and regulation division in
the event of the death, incapacity, receivership, bankruptcy, or as-
signment for benefit of creditors of any licensee.

{2) The board may give the appointed guardian, executor, adminis-
trator, receiver, trustee, or assignee written approval to continue
marijuana sazles on the licensed business premises for the duration of
the existing license and to renew the license when it expires.

{(a) The person must be a resident of the state of Washington.

{(b) A criminal background check may be required.

{3) When the matter is resolved by the court, the true party(ies)
of interest must apply for a marijuana license for the business.

NEW SECTION

WAC 314-55-145 Are marijuana license fees refundable? When a li-
cense 1is suspended or canceled, or the licensed business is discontin-
ued, the unused portion of the marijuana license fee will not be re-
funded.

NEW SECTION

WAC 314-55-147 What hours may a marijuana retailer licensee con-
duct sales? A marijuana retailer licensee may sell usable marijuana,
marijuana-infused products, and marijuana paraphernalia between the
hours of 8 a.m. and 12 a.m.

NEW SECTION

WAC 314-55-150 What are the forms of acceptable identification?
(1) Following are the forms of identification that are acceptable to
verify a perscn's age for the purpose c¢f purchasing marijuana:

(a) Driver's license, instruction permit, or identification card
of any state, or province of Canada, from a U.S. territory or the Dis-
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trict of Columbia, or "identicard" issued by the Washington state de-
partment of licensing per RCW 46.20.117;

(b) United States armed forces identification card issued to ac-—
tive duty, reserve, and retired personnel and the personnel's depend-
ents, which may include an embedded, digital signature in lieu of a
visible signature;

{(c) Passport;

(d) Merchant Marine identification card issued by the United
States Coast Guard; and

(e) Enrollment card issued by the governing authority of a feder-
ally recognized Indian tribe located in Washington, 1if the enrollment
card incorporates security features comparable to those implemented by
the department of licensing for Washington driver's licenses.

(2) The identification document i1s not acceptable to verify age
if expired.

NEW SECTION

WAC 314-55-155 Advertising. (1) Advertising by retail licensees.
The board limits each retail licensed premises to one sign identifying
the retail outlet by the licensee's business name or trade name that
is affixed or hanging in the windows or on the outside of the premises
that 1is visible to the general public from the public right of way.
The size of the sign is limited to sixteen hundred square inches.

{2) General. All marijuana advertising and labels of useable mar-
ijuana and marijuana-infused products sold in the state of Washington
may not contain any statement, or illustration that:

{a) Is false or misleading;

{b) Promctes over consumption;
{c) Represents the use of marijuana has curative or therapeutic
effects;

{d) Depicts a child or other person under legal age to consume
marijuana, or includes:

(1) Objects, such as toys, characters, or cartoon characters sug-
gesting the presence of a child, or any other depiction designed in
any manner to be especially appealing to children or other persons un-
der legal age to consume marijuana; or

(1i) Is designed in any manner that would be especially appealing
to children or other persons under twenty-one years of age.

(3) No licensed marijuana producer, processor, or retailer shall
place or maintain, or cause to be placed or maintained, an advertise-
ment of marijuana, usable marijuana, or a marijuana-infused product in
any form or through any medium whatsocever:

{(a) Within one thousand feet of the perimeter of a school
grounds, playground, recreation center or facility, child care center,
public park, library, or a game arcade admission to which it is not
restricted to persons aged twenty-one years or older;

(b) On or in a public transit wvehicle or public transit shelter;
or

{c) On or in a publicly owned or operated property.

{4) Giveaways, coupons, and distribution of branded merchandise
are banned.

{5) All advertising must contain the following warnings:
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(a) "This product has intoxicating effects and may be habit form-
ing‘n;

(b) "Marijuana can impair ccncentration, coordination, and judg-
ment. Do not operate a vehicle or machinery under the influence of
this drug.";

(c) "There may be health risks
this product."; and ‘

(d} "For use only by adults twenty-one and older. Keep out of the
reach of children."”

associated with consumption of

NEW SECTION

WAC 314-55-160 Objections to marijuana license applications. (1)
How can persons, citiles, counties, tribal governments, or port author-
ities object to the issuance of a marijuana license? Per RCW
69.50.331, the board will notify c¢ities, counties, tribal governments,
and port authorities of the following types of marijuana applications.
In addition to these entities, any person or group may comment in
writing to the board regarding an application.

Entities the board
will/may notify

Cities and counties in
which the premises is
located will be
notified.

Tribal governments
and port authorities
in which the premises
is located may be
notified.

Type of application

. Applications for an o
annual marijuana
license at a new
location,

. Applications to
change the class of an
existing annual
marijuana license.

Changes of *  (itles and counties in

ownership at existing which the premises is

licensed premises. located will be
notified,

Tribal governments
and port authorities
in which the premises
is located may be
notified. o

(2) What will happen if a person or entity objects to a marijuana
license application? When deciding whether to issue cr deny a marijua-
na license application, the board will give substantial weight to in-
put from governmental Jjurisdictions in which the premises is located
based upon chronic illegal activity associated with the applicant's
cperations of the premises proposed to be licensed or the applicant's
cperation of any other licensed premises; and other persons or groups.
Note: Per RCW 69.50.331, the board shall not issue a new marijuana 1li-
cense 1if any of the following are within one thousand feet of the

premises to be licensed: Any elementary or secondary schools, play-
grounds, recreation centers or facilities, child care centers, public
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parks, public transit centers, libraries, game arcade where admission
is not restricted to persons twenty-one years of age or older.

{a) If the beoard contemplates issuing a license over the objec-
tion of a governmental jurisdiction in which the premises is located,
the government subdivision may request an adjudicative hearing under
the prcvisions of the Administrative Procedure Act, chapter 34.05 RCW.
If the Dboard, 1in its discretion, grants the governmental Jjurisdic-
tion(s) an adjudicative hearing, the applicant will be notified and
given the opportunity to present evidence at the hearing.

(b) If the board denies a marijuana license application based on
the objection from a governmental jurisdiction, the applicant(s) may
eilther:

(1) Reapply fcr the license no sooner than one year from the date
on the final order of denial; or

(1i) Submit a written recuest on a form provided by the board for
an adjudicative hearing under the provisicns of the Administrative
Procedure Act, chapter 34.05 RCW. The regquest must ke received within
twenty days of the date the intent to deny notification was mailed.

NEW SECTION

WAC 314-55-165 Objections to marijuana license renewals. (1) How
can local cities, counties, tribal governments, or port authorities
object to the renewal of a marijuana license?

(a) The board will give gecvernmental jurisdictions approximately
ninety days written notice of premises that held annual marijuana 1i-
censes 1in that jurisdiction that are up for renewal.

(b) Per RCW 65.50.331, if a county, city, tribal government, or
port authority wants tec object to the renewal of a marijuana license
in its Jjurisdiction, it must submit a letter to the board detailing
the reason(s) for the objection and a statement of all facts on which
the objections are based.

(c) The county, city, tribal government, or port authority may
submit a written request to the board for an extension for good cause
shown.

(d) This letter must be received by the board at least thirty
days before the marijuana license expires. The objection must state
specific reasons and facts that show issuance of the marijuana license
at the proposed location or to the applicant business how it will det-
rimentally impact the safety, health, or welfare of the community.

(e) If the objection is received within thirty days of the expi-
ration date or the licensee has already renewed the license, the ob-—
jection will be considered as a complaint and possible license revoca-
f1ion may be pursued by the enforcement division.

(£) Objections from the public will be referred to the appropri-
ate city, county, tribal government, or port authority for action un-
der subsection (2) of this section. Upon receipt of the objectiocn, the
board licensing and regulation division will acknowledge receipt of
the objection{s) and forward to the appropriate city, county, tribal
government, or port authority. Such jurisdiction may or may not, based
on the public objection, request nonrenewal.

(2) What will happen if a city, county, tribal government, or
port authority objects to the renewal of a marijuana license? The
board will give substantial weight to a city, county, tribal govern-—
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ment, or port authority objection tc a marijuana license renewal of a
premises in its jurisdiction based upen chronic illegal activity asso-
clated with the licensee's operation of the premises. Based on the ju-
risdiction's input and any information in the licensing file, the
board will decide to either renew the marijuana license, or to pursue
nonrenewal.

(a) Board decides to (b) Board decides to
renew the marijuana pursue nonrenewal of the
license: marijuana license:

(i) The board will notify (i) The board will notify

the jurisdiction(s) in
writing of its intent to
renew the license, stating
the reason for this
decision,

(ii} The jurisdiction(s) may
contest the renewal and
request an adjudicative
hearing under the
provisions of the
Administrative Procedure
Act (chapter 34.05 RCW)
by submitting a written
request on a form provided
by the board, The request
must be received within
twenty days of the date the
intent to renew notification
was mailed, If the board,
in its discretion, grants the
governmental
jurisdiction(s) an
adjudicative hearing, the
applicant will be notified
and given the opportunity
to present evidence at the
hearing.

the licensee in writing of
its intent to not renew the
license, stating the reason
for this decision.

(i) The licensee may
contest the nonrenewal
action and request an
adjudicative hearing under
the provisions of the
Administrative Procedure
Act (chapter 34.05 RCW)
by submitting a written
request on a form provided
by the board. The request
must be received within
twenty days of the date the
intent to deny notification
was mailed.

(iii) If the licensee requests
a hearing, the
governmental jurisdiction
will be notified.

(iv) During the hearing
and any subsequent appeal
process, the licensee is
issued a temporary
operating permit for the
marijuana license until a
final decision is made.

NEW SECTION

WAC 314-55-505 What are the procedures for notifying a licensee
of an alleged wviclation of a liquor contreol board statute or regula-
tion? (1) When an enforcement officer believes that a licensee has
violated a board statute or regulation, the officer may prepare an ad-
ministrative wviolation notice (AVN) and mail or deliver the notice to
the licensee, licensee's agent, or employee.

(2) The AVN notice will include:

(a) A complete narrative description of the violation(s)
ficer is charging;

{b) The date({s) of the violation{s);

(c) A copy of the law(s) and/or regulation(s) allegedly violated;

the of-

(d) An cutline of the 1licensse's options as outlined in WAC
314-55-510; and
{e) The recommended penalty.
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(1) If the recommended penalty is the standard penalty, see WAC
314-55-520 through 314-55-535 for licensees.

(ii) For cases in which there are aggravating or mitigating cir-
cumstances, the penalty may be adjusted from the standard penalty.

NEW SECTION

WAC 314-55-506 What is the process once the board summarily sus-
pends a marijuana license? (1) The board may summarily suspend any li-
cense after the board's enforcement division has completed a prelimi-
nary staff investigation of the vwvioclation and upon a determination
that immediate cessation of the licensed activities is necessary for
the protection or preservation of the public health, safety, or wel-
fare.

(2) Suspension of any license under this provision shall take ef-
fect immediately upon personal service on the licensee or employee
therecf of the summary suspension order unless otherwise provided in
the order.

(3) When a license has been summarily suspended by the board, an
adjudicative proceeding for revocation or other action must be prompt-
ly instituted before an administrative law Jjudge assigned by the cf-
fice of administrative hearings. If a request for an administrative
hearing is timely filed by the licensee or permit holder, then a hear-
ing shall be held within ninety days of the effective date of the sum-
mary suspension ordered by the board.

NEW SECTION

WAC 314-55-507 How may a licensee challenge the summary suspen-
sion of his or her marijuana license? (1) Upon summary suspension of a
license by the board pursuant to WAC 314-55-506, an affected licensee
may petition the board for a stay of suspension pursuant to RCW
34.05.467 and 34.05.550(1). A petition for a stay of suspension must
be received by the board within fifteen days cf service cf the summary
suspension order. The petition for stay shall state the basis on which
the stay is sought.

(2) A hearing shall be held before an administrative law judge
within fourteen days of receipt of a timely petition for stay. The
hearing shall be limited to consideration of whether & stay should be
granted, or whether the terms of the suspension may be modified to al-
low the conduct of limited activities under current licenses or per-
mits.

{3) Any hearing conducted pursuant to subsection {2) of this sec-
tion shall be a brief adjudicative proceeding under RCW 34.05.485. The
agency record for the hearing shall consist of the documentary infor-
mation upon which the summary suspension was based. The licensee or
permit holder shall have the burden of demecnstrating by clear and con-
vincing evidence that:

(a) The licensee 1s likely to prevail upon the merits at hearing;
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{b}) Without relief, the licensee will suffer irreparable injury.
For purposes of this section, elimination of income from licensed ac-
tivities shall not be deemed irreparable injury;

(¢} The grant of relief will not substantially harm other parties
to the proceedings; and

(d) The threat to the public health, safety, or welfare is not
sufficiently serious to Jjustify continuation of the suspension, or
that modification of the terms of the suspension will adequately pro-
tect the public interest.

(4) The initial order on stay shall be effective immediately upon
service unless another date is specified in the order.

NEW SECTION

WAC 314-55-508 Review of orders on stay. (1) The licensee, or
agency, may petition the bocard for review of an initial crder on stay.
Any petition for review must be in writing and received by the board
within ten days of service of the initial order. If neither party has
requested review within ten days of service, the initial order shall
be deemed the final order of the board for purposes of RCW 34.05.467.

(2) If the board recelves a timely petition for review, the board
shall consider the petition within fifteen days of service of the pe-
tition for review. Censideration on review shall be limited to the re-
cord of the hearing on stay.

{3} The order of the board on the petition for review shall be
effective upon personal service unless another date is specified in
the order and is final pursuant to RCW 34.,05.467. Final disposition of
the petition for stay shall not affect subsequent administrative pro-
ceedings for suspension or revocation of a license,

NEW SECTION

WAC 314-55-510 What options does a licensee have once he/she re-
ceives a notice of an administrative wviolation? (1} A licensee has
twenty days from receipt of the notice to:

(a) Accept the recommended penalty; or

(b) Request a settlement conference in writing; or

(c) Request an administrative hearing in writing.

A response must be submitted on a form provided by the agency.

{2) What happens if a licensee does not respond to the adminis-
trative vioclation notice within twenty days?

{a) If a licensee does not respond to the administrative viola-
tion notice within twenty days, the recommended suspension penalty
will ge into effect.

{b) If the penalty does not include a suspension, the licensee
must pay a twenty—-five percent late fee in addition to the recommended
penalty. The recommended penalty plus the late fee must be received
within thirty days of the violaticn notice issue date.

(3) What are the procedures when a licensee requests a settlement
conference? EE
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(a) If the licensee requests a settlement conference, the hearing
examiner or designee will contact the licensee to discuss the viola-
tion.

{b) Both the licensee and the hearing examiner or designee will
discuss the circumstances surrounding the charge, the recommended pen-
alty, and any aggravating or mitigating factors.

{c} If a compromise is reached, the hearing examiner or designee
will prepare a compromise settlement agreement. The hearing examiner
or designee will forward the compromise settlement agreement, author-
ized by both parties, to the board, or designee, for approval.

(i1} If the board, or designee, approves the compromise, a copy of
the signed settlement agreement will be sent tc the licensee and will
become part of the licensing history.

(1i) If the board, or designee, does not approve the compromise,
the licensee will be notified of the decision. The licensee will be
given the opticn to renegotiate with the hearings examiner or desig-
nee, of accepting the originally recommended penalty, or of requesting
an administrative hearing on the charges.

(d} If the licensee and the hearing examiner or designee cannot
reach agreement on a settlement proposal, the licensee may accept the
originally recommended penalty, or the hearing examiner or designee
will forward a request for an administrative hearing to the board's
hearings coordinator.

NEW SECTION

WAC 314-55-515 What are the penalties if a marijuana license
holder wviolates a marijuana law or zrule? (1) The purpose of WAC
314-55-515 through 314-55-540 1is to outline what penalty a marijuana
licensee can expect 1f a licensee or employee violates a liguor con-
trol board law or rule. (WAC rules listed in the categories provide
reference areas, and may nct be all inclusive.)

(2) Penalties for wviclations by marijuana licensees or employees
are broken down into four categories:

{a) Group One—Public safety violations, WAC 314-55-520.

{b) Group Two—Regulatory wviolations, WAC 314-55-525,

(¢) Group Three—License violations, WAC 314-55-530.

(d) Group Four—Producer violations involving the manufacture,
supply, and/or distribution of marijuana by nonretail licensees and
prohibited practices between nonretail licensees and retail licensees,
WAC 314+55-535.

(3) Fer the purposes of chapter 314-55 WAC, a three-year window
for violations is measured from the date one violation occcurred to the
date a subsequent viclation cccurred.

(4) The following schedules are meant to serve as guidelines.
Based on mitigating or aggravating circumstances, the liquor control
board may impose a different penalty than the standard penalties out-
lined in these schedules. Based on mitigating circumstances, the bcard
may offer a monetary option in lieu of suspension, or alternate penal-
ty, during a settlement conference as outlined in WAC 314-55-510(3).
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{a) Mitigating
circumstances

(b) Aggravating
circumstances

Mitigating
circumstances that may
result in fewer days of
suspension and/or a
lower monetary option
may include
demonstrated business
policies and/or practices
that reduce the risk of
future violations,

Examples include:

» Having a signed
acknowledgment of the
business' responsible
handling and sales
policies on file for each
employee;

* Having an employee
training plan that
includes annual training
on marijuana laws,

Aggravating circumstances
that may result in increased
days of suspension, and/or
increased monetary option,
and/or cancellation of
marijuana license may
include business operations
or behaviors that create an
increased risk for a violation
and/or intentional
commission of a violation,

Examples include:

* Failing to call 911 for local
law enforcement or medical
assistance when requested by
a customer, a liquor control
board officer, or when
people have sustained
injuries.

NEW SECTTON

WAC 314--55~520 Group 1 violations against public safety.

Group 1

violations are considered the most serious because they present a di-

rect threat to public safety. Based on chapter 69.50 RCW,
tions have only a mcnetary option.

some viola-
Some viclations beyond the first

violation do not have a monetary option upon issuvance of a violation
notice. The liguor control board may offer a monetary option in lieu
of suspension days based on mitigating circumstances as outlined in

WAC 314-55-515(4).

2nd Vielation in a

3rd Yiolation in a

4th Violation in a

Violation Type 1st Violation three-year window three-year window three-year window
Violations involving 10-day suspension or 30-day suspension Cancellaticn of license
minors: $2,500 monetary option

Sale ox service to minor:
Sale of marijuana and/or
paraphernalia to a person
under twenty-one yeurs of
age

WAC 314-55-079

10-day suspension or
$2,500 monetary option

30-day suspension

Cancellation of license

Allowing a minoer to
frequent a restricted area.

RCW 69.50.357

$1,000 monetary fine

$1,000 monetary fine

$1,000 monetary fine

Employee under legal
age.,

RCW 69.50.357

$1,060 monetary fine

$1,000 monetary fine

$1,000 monetary fine

$1,000 monetary fine

Licensee and/or employee
open and/or consuming
marijuana on a retail
licensed premises.

RCW 69.50.357

$1,000 monetary fine

51,000 monetary fine

$1,000 monetary fine

$1,000 monetary fine
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2nd Violation in a 3rd Violation In a 4th Violation in
Violation Type 1st Violatien three-year window three-year window three-year window
Conduct violations: 10-day suspension or 30-day suspension Cancellation of license
Criminal conduct: $2,500 monstary option

Permitting or engaging in
criminal conduct,

Using unauthorized Cancellation of license
pesticides, soil
amendments, fertilizers,
other crop preduction aids.

WAC 314-55-020(8)
WAC 314-55-083(4)
WAC 314-55-087 (L)(f)

Adulterate usable
marijuana with organic or
nonorganic chemical or
other compound

WAC 314-55-105(8)

Using unauthorized
solvents or gases in
processing

WAC 314-55-104

Refusal to allow an
inspection and/or
obstructing a law
enforcement officer from
performing their official
duties.

WAC 314-55-050

Marijuana purchased
from an unauthorized
souree.

Marijuana sold to an
unauthorized source.

10-day suspension or

30-day suspension
$2,500 monetary option

10-day suspension or Cancellation of license

30-day suspension
$2,500 monetary option

10-day suspension or Cancellation of license

30-day suspension
$2,500 monetary option

10-day suspension or Cancellation of license

30-day suspension
$2,500 monetary option

Cancellation of license

Cancellation of license

Sales in excess of Cancellation of license

transaction limitations,
WAC 314-55-095(3)

NEW SECTION

WAC 314-55-525 Group 2 regulatory wviclations. Group 2 violations
are violations invelving general regulation and administration of re-
tail or nconretail licenses.

Violation Typc

1st Yiolation

2nd Violation in a
three-year window

3rd Violation in a
three-year window

4th Violation in a
three-year window

Hours of service: Sales of
marijuana between 12:00
aun, and 8:00 a.m,

5-day suspension or $500
monelary option

10-day suspension or
$2,500 monetary option

30-day suspension

Cancellation of license

Advyertising: Violations
(statements/illustrations),

WAC 314-55-155(2)

5-day suspension or $500
moenetary option

10-day suspension or
$2,500 monetary option

30-day suspension

Cancellation of license

Advertising violations —
Sign exceeding 1600
square inches; within 1000
feet of prohibited areas; on
or in public transit vehicles,
shelters, or publicly owned
or operated properly.

$1,000 monetary fine

$1,000 monetary fine

$1,000 monetary fine

$1,000 manetary fine

RCW 69,50.357

RCW 69.50.369

Packaging and/or 5-day suspension or $500 10-day suspensien or 30-day suspension Cancellation of license
labeling violations monetary option $2,500 menetary option

{processor/retailer).

WAC 314-55-105
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Violation Type

1st Violation

2nd Violation in a
three-year window

3rd Violation in a
three-year window

4th Violation in a
three-year window

Licensee/employee failing
to display required
security badge.

WAC 314-55-083(1)

5-day suspension or $500
monetary option

10-day suspension or
$2,500 monetary option

30-day suspension

Cancellation of license

Failure to maintain 5-day suspension or $500 10-day suspension or 30-day suspension Cancellation of license
required security alarm monetary option $2,500 monetary optiot:

and surveillance systems,

WAC 314-55-083 (2) and

(3}

Records; fmproper 5-day suspension or $500 10-day suspension or 30-day suspension Cancellation of license

recordkeeping.
WAC 314-55-087

WAC 314-55-089 (3), (4),
and (5)

monetary option

$2,500 monetary option

Failure to submit
monthly tax reports
and/or payments.

WAC 314-55-089
WAC 314-55-092

5-day suspension or $500
monetary option

10-day suspension or
$2,500 monetary option

30-day suspension

Cancellation of license

Signs: Failure to post
required signs.

WAC 314-55-086

S-day suspension or $500
monelary option

10-day suspensiot or
$2,500 monetary option

30-day suspensicn

Cancellation of license

Tailure to utilize and/or
maintain traceability
(processor or retail

5-day suspension or 3500
monetary option

10-day suspension or
$2,500 monetary option

30-day suspension

Cancellation of license

licensee).

WAC 314-55-083(4)

Violation of S-day suspension or $500 10-day suspension ot 30-day suspensicn Cancellation of license
transportation monetary option $2,500 monetary option

requirements,

WAC 314-55-085

Exceeding maximum
serving requirements for
marijuana-infused
products,

WAC 314-55-095(2)

5-day suspension or $500
monetary option

10-day suspension or
$2,500 monetary oplion

30-day suspension

Cancellation of license

Failure for a processor to
mee( marijuana waste
disposal requirements,

WAC 314-55-097

5-day suspension or $500
monetary option

10-day suspension or
$2,500 monetary option

30-day suspension

Cancellation of license

Failure to maintain
standardized scale
requirements (processor/
retailer).

WAC 314-55-099%

S-day suspension or $50¢
monetary option

10-day suspension or
$2,500 monetary option

30-day suspension

Cancellation of license

Marijuana processor
extraction requirements,

WAC 314-55-104

5-day suspension or $500
monetary option

10-day suspension or
$2,500 monetary option

30-day suspension

Cancellation of license

Retail ontlet selling
unauthorized products.

RCW 69.50.357

$1,000 monetary fine

$1,000 monetary fine

51,000 monetary fine

$1,000 monetary fine

Retailer displaying
products in a manuner
visible to the general
public from a public right
of way,

RCW 69.50,357

$1,000 monetary fine

$1,000 monetary fine

$1,000 monetary fine

$1,000 monetary fine
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. Attachment #5

Washington State
Liquor Control Board

Adopted Rules Highlights
October 31, 2013

LCB Rulemaking Objective
o Creating a tightly controlled and regulated marijuana market;
o Including strict controls to prevent diversion, illegal sales, and sales to minors; and
o Providing reasonable access to products to mitigate the illicit market.

LCB Role and Responsibility

Ensuring public safety is the top priority;

Creating a three-tier regulatory system for marijuana;
Creating licenses for producers, processors, and retailers;
Enforcing laws and rules pertaining to licensees; and
Collecting and distributing taxes.

0O 0 0O O O

Timeline

December 6, 2012 Effective date of new law

September 4, 2013 File Supplemental CR 102 with revised proposed rules
October 9, 2013 Public hearing(s) on proposed rules (time and location TBD)
October 16, 2013 Board adopts or rejects proposed rules

November 18, 2013 BLS begins accepting applications for all three licenses

November 20, 2013 WSLCB begins processing applications (30-day window)

December 1, 2013 Deadline for rules to be complete (as mandated by law)

December 19, 2013 30-day window closes for producer, processor and retailer license applications

Proposed Rules Highlights

License Requirements

¢ 30-day Window
o The LCB will open registration for all license types for a 30-calendar-day window (November 20, 2013)
o LCB may extend the time or reopen application window at its discretion

» State Residency Requirement
o 1-502 requires a three month state residency requirement (all license structure types)

s Background Checks

o Personal criminal history completed by applicant. Risk of license forfeiture if incomplete or incorrect.
o Fingerprinting of all potential licensees
o Background checks of license applicants and financiers

e Point System
o The LCB will apply a disqualifying point system similar to liquor
o All applicants must disclose all arrests and/or convictions
o Non-disclosure of arrests regardless of conviction will result in point accumulation

October 31, 2013
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e License Limits
o Licensed entity or principals limited to three producer licenses
o Licensed entity or principals limited to three processor licenses

o Licensed entity or principals limited to three retail licenses. Multiple-location licensees not allowed to
hold more than 33 percent of the allowed licenses in any county or city.

¢ Production Limits
o The maximum amount of space for marijuana production is limited to two million square feet.

o Applicants must designate on their operating plan the size category of the production premises and the
actual square footage in their premises that will be designated as plant canopy. There are three
categories:

= Tier 1: Less than 2,000 square feet;
= Tier 2: 2,000 square feet to 10,000 square feet;
= Tier 3: 10,000 square feet to 30,000 square feet.

o The LCB may reduce a licensee’s or applicants’ square footage designated to plant canopy for the
following reasons:

= If the total amount of square feet for production of all licensees exceeds the two million square
feet maximum, the LCB will reduce the allowed square footage by the same percentage.

» |f 50 percent production space used for plant canopy in the licensee's operating plan is not met
in the first year of operation, the board may reduce the tier of licensure.

= If the total amount of square feet of marijuana production exceeds two million square feet, the
LCB may reduce all licensees' production by the same percentage or reduce licensee
production by one or more tiers by the same percentage.

¢ Maximum Allowable Amount on Licensed Location

o Producer license
=  Outdoor or greenhouse: 125 percent of its year's harvest
= Indoor: six months of its annual harvest

o Processor license
= Six months of their average useable marijuana (plant material); and
= Six months average of their total production (finished product).

o Retailer license
= Four months of their average inventory

¢ Licensed Location: 1°000 foot Measurement

o Important Note Regarding the 1,000 foot Measurement: The LCB will file an emergency rule on
November 6, 2013, that will revise the current language regarding the 1,000’ buffer. The language in
the emergency rule will state: “The distance shall be measured as the shortest straight line distance
from the property line of the licensed premises to the property line of an elementary or secondary
school, playground, recreation center or facility, child care center, public park, public transit center,
library or arcade where admission is not restricted to those age 21 and older.”

¢ Costs and Fees
o $250 application fee
o $1,000 annual renewal fee
o Additional fees for background check and filing for local business license

¢ Taxes

o License applicants must submit a signed attestation that they are current on taxes owed to the
Washington State Department of Revenue

October 31, 2013
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e Insurance
o Licensees are required to carry commercial liability insurance.

Public Safety
e Producer Structures
o Rules allow producer operations in secure: indoor and outdoor grows as well as greenhouses

¢ Traceability

o LCB will employ a robust and comprehensive traceability system (software) that will trace product from
seed/clone to sale.

o LCB enforcement can match records to actual product on hand

e Background Checks
o Personal criminal history form
o Fingerprinting of all potential licensees
o Background checks of licensees and financiers

¢ Point System
o LCB will apply a disqualifying point system similar to liquor (exceptions for possession)

s Violation Guidelines / Standard Administrative Procedures Act Guidelines
o $1,000 criminal penalty for sales to a minor
o Sets strict tiered system of violation record over a three year period
= Group 1 public safety:
e First violation: 10 day suspension or $2,500
e Second violation: 30 day suspension
e Third violation: license cancellation

¢ Local Authority Objections

o Substantial weight will be given to a local authority during the renewal process based upon chronic
illegal activity associated with the licensee’s operation of the premises.

¢ Child Resistant Packaging
o Specific requirements for marijuana and marijuana-infused products in solid and liquid forms

e Security and Safeguards

o Alarm and surveillance video camera requirements (including minimum pixels and lockbox
encasement)

o Strict transportation and record keeping requirements (no third party transport of product)
o Hours of operation limited to 8:00 a.m. to 12:00 a.m.

e Advertising Restrictions

o Law restricts advertising within 1,000 feet of schools, public parks, transit centers, arcades, and other
areas where children are present.

o May not contain statements or illustrations that are false or misleading, promotes overconsumption,
represents that it has curative or therapeutic effects, depicts a child or may be appealing to children

October 31, 2013
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o All advertising must contain two statements: a: “This product has intoxicating effects and may be habit
forming.” And, b) “Marijuana can impair concentration, coordination, and judgment. Do not operate a
vehicle or machinery under the influence of this drug.”

¢ Limits on Retail Stores
o Total number or retail outlets limited to 334 statewide
o LCB to provide advance notice to local authority
o Perl-502, LCB to determine number of retail outlets per county
= BOTEC Analysis Corporation provided initial county consumption levels
* Retail stores allocation proportionate to population and consumption

Consumer Safety
¢ Behind the Counter Storage

o No open containers or handling of product
o Sniff jars with sealed, screened-top lids allowed

s Strict Packaging and Label Requirements
o Limited servings and concentration per package

Lot number
Warning label
Net weight
Concentration of THC
Usage warnings (specific warning for ingestible foods/liquids about effect delays)
Upon request

= Third party lab that tested lot and results

= All pesticides, herbicides, fungicides found in product

O ¢ O 0 0 O

+ Defined Serving Size
o Defined serving sizes on marijuana-infused product label
= 10 mg of THC per serving
= 100 mg of THC per product
= A single unit of marijuana-infused extract for inhalation cannot exceed one gram
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