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Legalized Marijuana

• Industry gears up

• Licensed businesses

• What’s legal – what’s not

• Who’s responsible for what?

• Taxes and revenue

• Medical marijuana –
a separate marketplace

• Bans, moratoriums and supply

• Health and safety

• Issues continue 
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Available at a store 
near you ….

Retail stores opened July 8, 2014
* Associated Press photos

Recreational marijuana
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…and coming together

Industries gearing up…

* Associated Press photos 4



Total licenses 
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40

134
46
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Producers/
Processors Producers

Processors

Retailers

Numbers as of Aug. 20, 2014



What’s legal What’s not

Must be 21 and older Younger than 21

Edibles Edibles that look like candy

Private consumption in home or in a tent 
or RV in state parks. No consumption in 
state-owned cabins or yurts.

Public consumption or consumption 
in national parks

Pot in the car, as long as it’s in closed 
packaging and the legal amount

Driving while high; driving with 
open packages

Consuming legal amount in Washington Taking it to other states or mailing it

What’s legal – what’s not
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How did we get here?

Voters pass Initiative 502 in 
November 2012

What did it do? 

• Created a comprehensive system 
of growing, processing and retailing 
marijuana for adults age 21 and older 

• Decriminalized possession of 1 ounce 
of marijuana 
 1 ounce of useable marijuana for smoking

 16 ounces in solid form

 72 ounces in liquid form 
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Who is responsible for what?

Liquor Control Board

• Establishes rules for regulating 
and controlling the recreational 
market

• Reviews and issues recreational 
marijuana license applications

• Collects a 25 percent excise 
tax on each level of sale

• Has no regulatory authority 
over medical marijuana

Department of Revenue

• Accepts marijuana business license 
applications on behalf of LCB

• Recreational marijuana – Collects 
Business and Occupation (B&O) 
and retail sales tax on recreational 
marijuana-related business and 
sales activities

• Medical marijuana – Collects retail 
sales tax on the selling price and 
B&O tax on the gross income of 
retail sales of medical marijuana
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Taxes

• Businesses that are both 
producer/processor do 
not pay the 25% excise 
tax from producer 
to processor

• No “agricultural” 
tax exemption for 
marijuana products

• Does not include 
local sales and B&0 
tax rates that apply 

9
Producers Processors Retailers

State marijuana tax rates

B&0 tax Sales tax Excise tax

Sales tax 
6.5%

Excise  tax 
25%

Excise  tax 
25%

Excise  tax 
25%

B&O tax 
0.484%

B&O tax 
0.484%

B&O tax 
0.471%



August September Total

DOR $169, 227 $287,507 $456,734

LCB $804,891 $1.28 million $2.09 million

Estimated state tax collections
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• Medical marijuana is still largely 
untaxed and unregulated 

• Competes with the recreational market 

• The Liquor Control Board and 
Depts. of Health and Revenue 
made recommendations to align 
the regulation of the two markets 
last year 

• The Legislature has not yet 
passed laws aligning the 
two markets

Medical marijuana –
A separate market
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$ Collected for FY 2014

Medical marijuana
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• State retail sales tax = $4.2 million

• Local retail sales tax = $1.78 million

• State B&O tax/penalties = $5.57 million 

Total: $11.55 million 

370
Registered 
businesses

262
Estimated 

unregistered 



Cost per gram
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Recreational: $25–$40

Medical: $15–$25 

Street: $9–$12



* Municipal Research and Services Center 

Counties struggle and differ in 
their approach to marijuana
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Zoning Key 

Allowed under 
Existing Zoning

Permanent Zoning

Interim Zoning

Moratorium

Prohibited

No action



Cities struggle and differ in their 
approach to marijuana

* Municipal Research and Services Center 15

Zoning Key 

Allowed under 
Existing Zoning

Permanent Zoning

Interim Zoning

Moratorium

Prohibited

No action



Production is not yet 
meeting demand

* Associated Press photos

Supply
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1.6 million

Supply

• Rules allocate a maximum canopy of 2 million square feet

• Licensed canopy to date is 1.6 million square feet
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THC potency has risen over time
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Public Health and Safety

LCB: No edibles that look like candy!

* Associated Press photos 19



learnaboutmarijuana.org

Public Health and Safety

Multi-agency marijuana 
education effort:

• Facts about marijuana

• Info. on health effects

• Keeping kids away 
from marijuana

• Demographic data 
on marijuana use

• Marijuana abuse 
and dependence 
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Public Health and Safety

Keeping marijuana away 
from kids

• Marijuana is illegal for kids 
under 21

• 20 percent of 10 th-graders 
have used marijuana in the 
past 30 days

• Marijuana is the most common 
drug used by children 12-17 
who visit emergency rooms 
for drug abuse 

*  Washington State Department of Health 
Washington State Health Youth Survey 
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Public Health and Safety

“Drive High, Get a DUI” campaign launched in Washington in July 2014
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Regulation

BioTrackTHC seed-to-sale 
tracking system

Keeps track of:

 Production 

 Testing 

 Transportation 

 Sales 

Destruction
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Issues continue – Lawsuits 

• Alleged mismanagement of the 
licensing process 

• Cities, counties and bans 

 State defends I-502 in court 

• No authority to tax

Violation of 5th amendment rights 
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Issues continue 

Federal law – Marijuana is still illegal

• Banks are reluctant to accept money 
from suspected marijuana businesses 

• Other services reluctant: utilities, 
armored car security

• Some banks and credit unions 
are taking marijuana money –
about 1 percent* 

• Marijuana continues to 
be a largely “cash” industry 
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Questions
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More information at

www.liq.wa.gov


