Washington State
Liquor Control Board

Washington State Liquor Control Board Meeting

Wednesday, August 6, 2014, 10:00 a.m.
LCB Headquarters Building - 3000 Pacific Avenue SE, Olympia WA 98501

Meeting Agenda

CALL TO ORDER

APPROVAL OF MEETING MINUTES
Approval of July 16, 2014, Meeting Minutes

ACTION ITEMS

Presenter - Karen McCall, Agency Rules Coordinator

Action Items to Implement 2014 Legislation:

Board Approval to File (CR 102) for Distillery & Craft Distillery Changes

Board Approval to File (CR 102) for Senior Center License

Board Approval to File (CR 102) for Day Spa Permit

Board Approval to File (CR 102) for Caterer’s License

Board Approval to File (CR 102) Wine & Cider Growlers & Multiple Licenses Under the Same
Ownership at a Single Location

moow»

Presenter - Sharon Hendricks, Compliance & Policy Manager
F. Board Approval of Amendment to Squaxin Island Tribe Memorandum of Agreement (MOA)

WEEKLY MARIJUANA LICENSING UPDATE
Presenter - Becky Smith, Marijuana Licensing & Regulation Manager

STAFF UPDATE - LCB Responsible Vendor Program (RVP) Receives Grant from WTSC
Presenter - Alan Rathbun, Licensing & Regulation Director

Guest Presenter - Edica Esqueda, Program Manager, WA Traffic Safety Commission (WTSC)

LCB Grantee - Kim Sauer, LCB Mandatory Alcohol Server Training (MAST)/RVP Program Manager

EMPLOYEE ANNOUNCEMENTS
New Employee Introduction - Alan Rathbun, Licensing & Regulation Director to Introduce
Summer Petty, Licensing Manager

NEW BUSINESS/OLD BUSINESS
Citizens are invited to address the Board regarding any issue(s) related to LCB business.

ADJOURN

Please note - meeting agendas are subject to change to accommodate LCB business needs
Complete meeting packets are available online: http://www.lig.wa.qov/board/board-information

For questions about agendas or meeting materials you may email maureen.malahovsky@Icb.wa.gov or call 360.664.1717



http://www.liq.wa.gov/board/board-information
mailto:maureen.malahovsky@lcb.wa.gov


Washington State
Liquor Control Board

Date: August 6, 2014

To: Sharon Foster, Board Chair
Ruthann Kurose, Board Member
Chris Marr, Board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Rick Garza, Agency Director
Randy Simmons, Deputy Director
Justin Nordhorn, Chief of Enforcement
Alan Rathbun, Licensing Director

Subject: Approval for filing proposed rules (CR 102) to revise rules in Chapter
314-28 WAC for changes to the Distiller & Craft Distiller Licenses

This rulemaking is the result of legislation passed in the 2014 legislative session:

e SSB 6226 — Changes to the Distiller & Craft Distiller Licenses

Process

The Rules Coordinator requests approval to file proposed rules (CR 102) for the rule
making described above. An issue paper on this rule was presented at the Board
meeting on August 6, 2014, and is attached to this order.

If approved for filing, the tentative timeline for the rule making process is outlined below:

August 6, 2014 Board is asked to approve filing the proposed rules (CR
102 filing)
August 20, 2014 Code Reviser publishes notice, LCB sends notice to

rules distribution list

September 10, 2014 Public hearing held

September 10, 2014 End of written comment period

September 17, 2014 Board is asked to adopt rules

September 17, 2014 Agency sends notice to those who commented both at
the public hearing and in writing.

September 17,2014 Agency files adopted rules with the Code Reviser (CR
103)

October 18, 2014 Rules are effective (31 days after filing)

CR 102 Changes to the Distiller & Craft Distiller 1 8/6/14





Approve Disapprove

Sharon Foster, Chairman Date

Approve Disapprove

Ruthann Kurose, Board Member Date

Approve Disapprove

Chris Marr, Board Member Date

Attachment: Issue Paper

CR 102 Changes to the Distiller & Craft Distiller 2 8/6/14






Washington State Liquor Control Board
Issue Paper
Rules to Implement 2014 Legislation — Distiller &

Craft Distiller License Changes
Date: August 6, 2014
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this Issue Paper is to request approval from the Board to file
proposed rules (CR 102) to revise current rules for the Distiller and Craft
Distiller Licenses.

Why is rule making necessary?

Rules are needed to implement the following legislation passed in the 2014
legislative session:

e SSB 6226 — Distiller and Craft Distiller License Changes
What changes are being proposed?

Revised Section. WAC 314-28-005 Definitions. Added a definition for
“craft distillery”.

Revised Section. WAC 314-28-030 What does a distillery allow?
Changed the title of the section. Added language to include what a activities a
distillery is allowed to conduct under the distillery license which includes selling
product of their own production to customers at their licensed premises,
providing samples, free or for a charge to customers at their licensed premises,
and contract distilling spirits for other distilleries, craft distilleries, and
manufacturers’ or for export.

Revised Section. WAC 314-28-050 What does a craft distillery license
allow? Changed the maximum amount a craft distillery can produce in a
calendar year from 60,000 proof gallons to 150,000 proof gallons. Removed
the two liter a day per person limit a craft distiller can sell to customers at their
licensed premises. Added language that allows a craft distiller to charge for
samples provided at the licensed premises to customers. Also added language
that allows the craft distiller to dilute the samples with water or ice only.

Revised Section. WAC 314-28-055 What are the requirements for
contract production by craft distilleries? Changed the maximum amount a
craft distillery can produce in a calendar year from 60,000 proof gallons to
150,000 proof gallons.

CR 102- Distiller & Craft Distiller Changes 1 8/6/14






AMENDATORY SECTION (Amending WSR 10-19-066, filed 9/15/10, effective
10/16/10)

WAC 314-28-055 What are the requirements for contract production
by craft distilleries? (1) This section clarifies the language for
contract production found in RCW 66.24.145. For the purposes of this
section, contract production is when one craft distillery, referred to
as the "contractor " produces dlstllled splrlts for ((a—d+st+l#e¥y—4+-

)) and sells contract dlstllled SDI—

rits to holders of distillers” or manufacturers® licenses including
licenses issued under RCW 66.24.520, referred to as 'contractee,' and
for export from the state. This distilled spirit is referred to as the
"product.”

(a) The contractee is the product owner. The contractee may han-
dle the product under its license as RCW and WAC allow.

(b) The contractor is required to physically transport all con-
tracted product to the contractee. The contractor is not allowed to
distribute or retail the product.

(2) The contractor must submit a copy of the contract to the
board prior to production. Any changes in the contract must also be
submitted to the board prior to subsequent production. The board may
require additional information.

(3) The contractor and contractee are required to obtain any fed-
eral approvals.

(4) Maintaining qualification as a craft distillery. Each craft
distillery, whether in the capacity of a contractor or contractee, 1is
allowed to produce ((skxty)) one hundred fifty thousand gallons or
less of total product per year. Total product, iIn this instance, in-
cludes:

(a) Product owned and produced by the craft distillery;

(b) Product owned and produced by the craft distillery for export
from the state;

(c) Product owned by the craft distillery but produced by another
craft distillery;

(d) Product produced by the craft distillery on behalf of another
craft distillery;

(e) Product produced by the craft distillery under contract for
another distillery, manufacturer, or grower.

(5) Reporting and recordkeeping.

(a) The contractor must include all product produced including
contract production when it reports its monthly production to the
board.

(b) The contractee must include the product contract produced by
another craft distillery when the contractee reports its monthly pro-
duction to the board.

(c) The contractor®s and the contractee®s recordkeeping documents
must include the product information for each contract. The informa-
tion must show the quantities produced.

[ 1] 0TS-6555.1






AMENDATORY SECTION (Amending WSR 10-01-090, filed 12/16/09, effective
1/16/10)

WAC 314-28-005 Definitions. The following definition applies to
distilleries.

"Craft distillery” means any distillery licensed under RCW
66.24.145 and located in the state of Washington.

"Domestic distillery” means any distillery licensed under RCW
66.24.140 and located in the state of Washington.

AMENDATORY SECTION (Amending WSR 12-12-065, Tfiled 6/5/12, effective
7/6/12)

WAC 314-28-030 ((Ehanhges—to—the—distilHler—and —craft—distiller
Heenser)) What does a distillery allow? (1) ((Begmnntng—iareh—1—
2042 —aH—drstiHlertes—Hecensed—under RCH-—66-24-140—and—66-24-145 may

=)) A distillery license allows the licensee to:

(a) Sell splrlts of their own production directly to a licensed
spirits distributor in the state of Washington and to a licensed spi-
rits retailer in the state of Washington;

(b) Sell spirits of its own production for consumption off the
premises. A distiller selling spirits under this subsection must com-
ply with the applicable laws and rules relating to retailers;

(c) Provide free or for a charge one-half ounce or less samples
of spirits of its own production to persons on_ the premises of the
distillery.

(1) Samples may be altered with ice or water only.

(i1) The maximum total per person per day is two ounces.

(iii) Every person who participates in _any manner in the service
of samples must obtain a class 12 alcohol server permit.

(d) Contract distilled spirits for, and sell contract distilled
spirits to, holders of distillers®™ or manufacturers®”™ licenses, includ-
ing licenses issued under RCW 66.24.520, or for export.

(2) Contract production is when one distillery, referred to as
the ''‘contractor,' produces distilled spirits for and sells contract
distilled spirits to holders of a distillery license, or manufactur-
ers” license including licenses issued under RCW 66.24.520, referred
to as '"'contractee," and for export from the state. This distilled spi-
rit is referred to as the ''product."”

(a) The contractee is the product owner. The contractee may han-
dle the product under its license as the Revised Code of Washington
and the Washington Administrative Code allow.

(b) The contractor is required to physically transport all con-
tracted product to the contractee. The contractor is not allowed to
distribute or retail the product.

(3) The contractor must submit a copy of the contract to the
board prior to production. Any changes in the contract must also be
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submitted to the board prior to subsequent production. The board may
require additional information.

(4) The contractor and contractee are required to obtain any fed-
eral approvals.

AMENDATORY SECTION (Amending WSR 12-12-065, Tfiled 6/5/12, effective
7/6/12)

WAC 314-28-050 What does a craft distillery license allow? (1)
A craft distillery license allows a licensee to:

(a) Produce ((s#xty)) one hundred fifty thousand proof gallons or
less of spirits per calendar year. A "proof gallon™ is one liquid gal-
lon of spirits that is fifty percent alcohol at sixty degrees Fahren-
heit;

(b) Sell spirits of its own production directly to a customer for
off-premises consumption, provided that the sale occurs when the cus-
tomer is physically present on the licensed premises. A—leensee—may
=)) A craft distiller
may not sell liquor products of someone else®s production;

(c) ((Fer—sales—on—or—afterMareh—1;-2012;)) Sell spirits of its
own production to a licensed spirits distributor;

(d) ((FeF—sales—en—eF—afteF—MaFeh—é——QO&Q—)) Sell spirits of its
own production to a licensed spirits retailer in the state of Washing-
ton;

(e) Sell to out-of-state entities;

() Provide, free ((e¥)) or for a charge, samples of spirits of
its own production to persons on the distillery premises.

(i) Each sample must be one-half ounce or less, with no more than
two ounces of samples provided per person per day.

(ii) Samples ((must—be—unaltereds;—and)) may be altered with ice
or water only.

(iii) Anyone involved in the serving of such samples must have a
valid Class 12 alcohol server permit.

(iv) Samples must be in compliance with RCW 66.28.040;

(9) Provide((s—Free—oF—charge;)) samples of spirits of its own
production to retailers. Samples must be unaltered, and in compliance
with RCW 66.28.040, 66.24.310 and WAC 314-64-08001. Samples are con-
sidered sales and are subject to taxes;

(h) Contract produce spirits for holders of a distiller or manu-
facturer license.

(2) A craft distillery licensee may ((A

)) add a
spirits, beer, and wine restaurant license at the craft distillery
premises. The licensee must complete an application and submit the ap-
plication and applicable fees to the board for processing.

[ 2] 0TS-6556. 1






Washington State
Liquor Control Board

Date: August 6, 2014

To: Sharon Foster, Board Chair
Ruthann Kurose, Board Member
Chris Marr, Board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Rick Garza, Agency Director
Randy Simmons, Deputy Director
Justin Nordhorn, Chief of Enforcement
Alan Rathbun, Licensing Director

Subject: Approval for filing proposed rules (CR 102) in Chapter 314-02 WAC
for the Senior Center License

This rulemaking is the result of legislation passed in the 2014 legislative session:

e SB 5310 - Senior Center License

Process

The Rules Coordinator requests approval to file proposed rules (CR 102) for the rule
making described above. An issue paper on this rule was presented at the Board
meeting on August 6, 2014, and is attached to this order.

If approved for filing, the tentative timeline for the rule making process is outlined below:

August 6, 2014 Board is asked to approve filing the proposed rules (CR
102 filing)
August 20, 2014 Code Reviser publishes notice, LCB sends notice to

rules distribution list

September 10, 2014 Public hearing held

September 10, 2014 End of written comment period

September 17, 2014 Board is asked to adopt rules

September 17, 2014 Agency sends notice to those who commented both at
the public hearing and in writing.

September 17,2014 Agency files adopted rules with the Code Reviser (CR
103)

October 18, 2014 Rules are effective (31 days after filing)

CR 102 Senior Center License 1 8/6/14





Approve Disapprove

Sharon Foster, Chairman Date

Approve Disapprove

Ruthann Kurose, Board Member Date

Approve Disapprove

Chris Marr, Board Member Date

Attachment: Issue Paper

CR 102 Senior Center License 2 8/6/14






Washington State Liquor Control Board
Issue Paper
Rules to Implement 2014 Legislation — Senior Center

License
Date: August 6, 2014
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue
The purpose of this Issue Paper is to request approval from the Board to file
proposed rules (CR 102) for the new Senior Center License.

Why is rule making necessary?

Rules are needed to implement the following legislation passed in the 2014
legislative session:

e SB 5310 - Senior Center License

What changes are being proposed?
New Section. WAC 314-02-114 What is a senior center license?

Explains the requirements for the senior center license and the activities allowed
under the license.

CR 102- Senior Center License 1 8/6/14






NEW SECTION

WAC 314-02-114 What is a senior center license? (1) A senior
center license can only be issued to a nonprofit organization whose
primary service 1is providing recreational and social activities for
seniors on the licensed premises.

(2) The senior center license permits the sale of spirits by the
individual glass, including mixed drinks and cocktails mixed on the
premises only, beer and wine, at retail for consumption on the li-
censed premises.

(3) To qualify for the senior center license, the applicant must:

(a) Be a nonprofit organization under RCW 24.03.005;

(i) "Corporation™ or 'domestic corporation’™ means a corporation
not for profit subject to the provisions of this chapter, except a
foreign corporation.

(i1) "Foreign corporation™ means a corporation not for profit or-
ganized under laws other than the laws of this state.

(iti) "Not Tfor profit corporation”™ or "nonprofit corporation”
means a corporation no part of the income of which is distributable to
its members, directors or officers.

(b) Only serve alcohol between the hours of 6 a.m. and 2 a.m.;
and

(c) Provide limited food service anytime alcohol is sold. Limited
food service means foods such as:

(i) Appetizers;

(i1) Sandwiches;

(i11) Salads and soups;

(iv) Pizza;

(v) Hamburgers; and

(vi) Fry orders.

(4) Alcohol may be sold and served at the following types of
events:

(a) Events hosted by the senior center; and

(b) Private events where the facility is rented by a private par-
ty for an event such as a wedding reception, family reunion, etc.

(5) ITf minors are allowed on the premises, floor plans must meet
the requirements In WAC 314-02-025.

(6) All alcohol servers must have a valid mandatory alcohol serv-
er training permit.

(7) The annual fee for this license iIs seven hundred twenty dol-
lars.

[ 1] 0TS-6557.1






Washington State
Liquor Control Board

Date: August 6, 2014

To: Sharon Foster, Board Chair
Ruthann Kurose, Board Member
Chris Marr, Board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Rick Garza, Agency Director
Randy Simmons, Deputy Director
Justin Nordhorn, Chief of Enforcement
Alan Rathbun, Licensing Director

Subject: Approval for filing proposed rules (CR 102) to create new rules in
Chapter 314-38 WAC for the Day Spa Permit

This rulemaking is the result of legislation passed in the 2014 legislative session:

e ESSB 5045 — Day Spa Permit

Process

The Rules Coordinator requests approval to file the proposed rules (CR 102) for the rule
making described above. An issue paper on this rule was presented at the Board
meeting on August 6, 2014, and is attached to this order.

If approved for filing, the tentative timeline for the rule making process is outlined below:

August 6, 2014 Board is asked to approve filing the proposed rules (CR
102 filing)
August 20, 2014 Code Reviser publishes notice, LCB sends notice to

rules distribution list

September 10, 2014 Public hearing held

September 10, 2014 End of written comment period

September 17, 2014 Board is asked to adopt rules

September 17, 2014 Agency sends notice to those who commented both at
the public hearing and in writing.

September 17,2014 Agency files adopted rules with the Code Reviser (CR
103)

October 18, 2014 Rules are effective (31 days after filing)

CR 102 Day Spa Permit 1 8/6/14





Approve Disapprove

Sharon Foster, Chairman Date

Approve Disapprove

Ruthann Kurose, Board Member Date

Approve Disapprove

Chris Marr, Board Member Date

Attachment: Issue Paper

CR 102 Day Spa Permit 2 8/6/14






Washington State Liquor Control Board

Issue Paper

Rules to Implement 2014 Legislation — Day Spa
Permit

Date: August 6, 2014
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue
The purpose of this Issue Paper is to request approval from the Board to file
proposed rules (CR 102) for the new Day Spa Permit.

Why is rule making necessary?

Rules are needed to implement the following legislation passed in the 2014
legislative session:

e ESSB 5045 - Day Spa Permit

What changes are being proposed?

New Section. WAC 314-38-070 Class 16 day spa permit. Explains the
requirements for a class 16 permit and what is allowed under the permit.

CR 102- Day Spa Permit 1 8/6/14






NEW SECTION

WAC 314-38-070 Class 16 day spa permit. (1) "Day Spa'™ is de-
fined as a business that offers at least three of the following four
service categories:

(a) Hair care (haircut, hair color, perms, etc.);

(b) Skin care (facials, makeup application);

(c) Nail care (manicure, pedicure); and

(d) Body care (massage, wraps, waxing).

(2) The holder of a Class 16 day spa permit may offer complimen-
tary wine or beer by the individual glass under the following condi-
tions:

(a) Customers must be at least twenty-one years of age;

(b) Spa services must last more than one hour;

(c) A customer may consume no more than one six ounce glass of
wine or one twelve ounce glass of beer per day;

(d) Employees involved iIn the service of wine or beer must com-
plete a board-approved limited alcohol server training program;

(e) Permit holders may not advertise the service of complimentary
wine or beer;

(F) Wine and beer must be purchased from a Washington state li-
censed retailer;

(g) The permit must be posted in a conspicuous area at the point
of sale; and

(h) At least three of the service area categories must be In sep-
arate areas of the spa.

(3) The board has the right to inspect the premises and business
records at any time.

(4) The annual fee for this permit is one hundred twenty-five
dollars.

(5) Where the holder of any permit issued under this title viola-
tes any provision of this title or of the regulations, or is an inter-
dicted person, or is otherwise disqualified from holding a permit, the
board, upon proof to its satisfaction of the fact or existence of such
violation, interdiction, or disqualification, and in its discretion,
may with or without any hearing, suspend the permit and all rights of
the holder thereunder for such period as the board sees fit, or may
cancel the permit.

[ 1] 0TS-6559.1






Washington State
Liquor Control Board

Date: August 6, 2014

To: Sharon Foster, Board Chair
Ruthann Kurose, Board Member
Chris Marr, Board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Rick Garza, Agency Director
Randy Simmons, Deputy Director
Justin Nordhorn, Chief of Enforcement
Alan Rathbun, Licensing Director

Subject: Approval for filing proposed rules (CR 102) in Chapter 314-02 WAC
for the Caterer’s License

This rulemaking is the result of legislation passed in the 2014 legislative session:

e ESHB 2680 — Caterer’s License

Process

The Rules Coordinator requests approval to file the proposed rules (CR 102) for the rule
making described above. An issue paper on this rule was presented at the Board
meeting on August 6, 2014, and is attached to this order.

If approved for filing, the tentative timeline for the rule making process is outlined below:

August 6, 2014 Board is asked to approve filing the proposed rules (CR
102 filing)
August 20, 2014 Code Reviser publishes notice, LCB sends notice to

rules distribution list

September 10, 2014 Public hearing held

September 10, 2014 End of written comment period

September 17, 2014 Board is asked to adopt rules

September 17, 2014 Agency sends notice to those who commented both at
the public hearing and in writing.

September 17,2014 Agency files adopted rules with the Code Reviser (CR
103)

October 18, 2014 Rules are effective (31 days after filing)

CR 102 Caterer’s License 1 8/6/14





Approve Disapprove

Sharon Foster, Chairman Date

Approve Disapprove

Ruthann Kurose, Board Member Date

Approve Disapprove

Chris Marr, Board Member Date

Attachment: Issue Paper

CR 102 Caterer’s License 2 8/6/14






Washington State Liquor Control Board
Issue Paper
Rules to Implement 2014 Legislation — Caterer’s

License
Date: August 6, 2014
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue
The purpose of this Issue Paper is to request approval from the Board to file
proposed rules (CR 102) for the new Caterer’s License.

Why is rule making necessary?

Rules are needed to implement the following legislation passed in the 2014
legislative session:

e ESHB 2680 — Caterer’s License

What changes are being proposed?
New Section. WAC 314-02-112 What is a caterer’s license? Explains the

requirements for the caterer’s license and the activities allowed under the
license.

CR 102- Caterer’s License 1 8/6/14






NEW SECTION

WAC 314-02-112 What is a caterer"s license? (1) A caterer”s li-
cense allows the licensee to sell spirits, beer, and wine by the indi-
vidual serving for consumption on the premises at a catered event lo-
cation.

(2) The catered event location must be owned, leased, or operated
by :

(a) The holder of the caterer®s license; or

(b) The sponsor of the event for which the catering services are
being provided.

(3) If the catered event is open and advertised to the public,
the event must be sponsored by a nonprofit society or organization as
defined in RCW 66.24.375.

(a) A registered nonprofit holding a public or civic event may
invite a caterer to provide alcohol service at a location within the
parameters of the event.

(b) I1f attendance at the catered event is limited to members or
invited guests of the sponsoring individual, society, or organization,
the requirement in subsection (2) of this section does not apply.

(4) The licensee must provide snack food at a minimum at any ca-
tered event.

(5) The licensee is required to send a list of scheduled catered
events to their regional enforcement office on the Ffirst of each
month. The licensee must provide the following information:

(a) Date of the catered events;

(b) Time of the catered events; and

(c) Place and location of catered events.

Any changes to the information provided to the board must be re-
ported to the regional enforcement office seventy-two hours prior to
the catered event.

(6) A caterer®s license holder is not allowed to cater events at
a liquor licensed premises.

(7) The holder of the caterer®s license may store liquor on other
premises operated by the licensee if the licensee owns or has a lease-
hold interest at the other premises. Documentation must be provided to
the board showing the licensee owns or has a leasehold interest iIn the
property.

(8) All employees that sell or serve alcohol must hold MAST per-

(9) The annual fee for the caterer®s license is as follows:

(a) The annual fee for beer is two hundred dollars;

(b) The annual fee for wine is two hundred dollars; and

(c) The annual fee for a combined spirits, beer, and wine is one
thousand dollars.

[ 1] 0TS-6564.1






Washington State
Liquor Control Board

Date: August 6, 2014

To: Sharon Foster, Board Chair
Ruthann Kurose, Board Member
Chris Marr, Board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Rick Garza, Agency Director
Randy Simmons, Deputy Director
Justin Nordhorn, Chief of Enforcement
Alan Rathbun, Licensing Director

Subject: Approval for filing proposed rules (CR 102) to allow wine and cider
growlers and multiple licenses under the same ownership at a lingle
location. Revisions are needed to WAC’s 314-24-161; 314-02-015;
314-02-041; 314-02-045; 314-02-070; and 314-02-105

This rulemaking is the result of legislation passed in the 2014 legislative session:

e SHB 1742 — Wine Growlers
e SSB 6442 - Cider Growlers

A winery licensee may hold a winery license and retail licenses at their winery premises,
but WAC 314-24-161 would need to be revised to allow a winery to have a retail license
at their additional location.

Process

The Rules Coordinator requests approval to file the proposed rules (CR 102) for the rule
making described above. An issue paper on these rules was presented at the Board
meeting on August 6, 2014, and is attached to this order.

If approved for filing, the tentative timeline for the rule making process is outlined below:

August 6, 2014 Board is asked to approve filing the proposed rules (CR
102 filing)
August 20, 2014 Code Reviser publishes notice, LCB sends notice to

rules distribution list

September 10, 2014 Public hearing held

CR 102 Wine & Cider Growlers 1 8/6/14





September 10, 2014 End of written comment period

September 17, 2014 Board is asked to adopt rules

September 17, 2014 Agency sends notice to those who commented both at
the public hearing and in writing.

September 17,2014 Agency files adopted rules with the Code Reviser (CR

103)
October 18, 2014 Rules are effective (31 days after filing)
Approve Disapprove
Sharon Foster, Chairman Date
Approve Disapprove
Ruthann Kurose, Board Member Date
Approve Disapprove

Chris Marr, Board Member Date

Attachment: Issue Paper

CR 102 Wine & Cider Growlers 2 8/6/14






Washington State Liquor Control Board
Issue Paper
Rules to Implement 2014 Legislation — Wine & Cider

Growlers
Date: August 6, 2014
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this Issue Paper is to request approval from the Board to file the
proposed rules (CR 102) for Wine and Cider Growlers and Multiple
Licenses Under the Same Ownership at a Single Location.

Why is rule making necessary?

Rules are needed to implement the following legislation passed in the 2014
legislative session:

e SHB 1742 —Wine Growlers
e SSB 6442 — Cider Growlers

A winery licensee may hold a winery license and retail licenses at their winery
premises, but WAC 314-24-161 would need to be revised to allow a winery to
have a retail license at their additional location.

What changes are being proposed?

Revised Section. WAC 314-02-015 What is a spirits, beer, and wine
restaurant license? Added language that a licensee holding an endorsement
to sell kegs of malt liquor can also sell cider for off-premises consumption in a
sanitary container brought to the premises by the purchaser or furnished by the
licensee and filled at the tap by the licensee at the time of sale.

Revised Section. WAC 314-02-041 What is a hotel license? Added
language that a hotel licensee can sell cider for off-premises consumption in a
sanitary container brought to the premises by the purchaser or furnished by the
licensee and filled at the tap in the restaurant area by the licensee at the time of
sale.

Revised Section. WAC 314-02-045 What is a beer and/or wine

restaurant license? Added language that a licensee holding an off-premises
endorsement can sell cider for off-premises consumption in a sanitary container

CR 102 - Wine & Cider Growlers 1 8/6/14





brought to the premises by the purchaser or furnished by the licensee and filled
at the tap by the licensee at the time of sale.

Revised Section. WAC 314-02-070 What is a tavern license? Added
language that a licensee holding an off-premises endorsement can sell cider for
off-premises consumption in a sanitary container brought to the premises by the
purchaser or furnished by the licensee and filled at the tap by the licensee at the
time of sale.

Revised Section. WAC 314-02-105 What is a beer and/or wine
specialty store? Added language that a licensee with an endorsement to sell
beer in sanitary containers for off-premises consumption may also sell cider in
sanitary containers brought to the premises by the purchaser or furnished by the
licensee or manufacturer and filled at the tap by the licensee at the time of the
sale.

Revised Section. WAC 314-20-017 Brewery and microbrewery retail
liquor licenses — Selling kegs and containers. Added language that a
brewery or microbrewery holding a spirits, beer, and wine restaurant may sell
cider for off premises consumption only in sanitary containers brought to the
premises by the purchaser or furnished by the licensee and filled at the tap by
the licensee at the time of the sale.

Revised Section. WAC 314-24-160 Domestic wineries-Retail sales of
wine on winery premises-Wine served without charge on premises-
Spirits, beer and wine restaurant operation. Added language that a
domestic winery may sell wine of its own production in kegs or sanitary
containers brought to the premises by the purchaser or furnished by the licensee
and filled at the tap at the time of sale.

Revised Section. WAC 314-24-161 Domestic winery-Additional
locations for retail sales only. Added language that an additional location
may sell wine of its own production in kegs or sanitary containers brought to the
premises by the purchaser or furnished by the licensee and filled at the tap at
the time of sale. Added language that allows an additional location winery to
also have a beer/wine restaurant at the additional location if they hold a
beer/wine restaurant at their winery. Language includes the requirements that
must be followed.
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AMENDATORY SECTION (Amending WSR 12-17-006, TFiled 8/1/12, effective
9/1/12)

WAC 314-24-160 Domestic wineries—Retail sales of wine on winery
premises—Wine served without charge on premises—Spirit, beer and wine
restaurant operation. (1) A domestic winery holding a proper retail
license, pursuant to chapter 66.24 RCW, may sell wine of its own pro-
duction at retail on the winery premises.

(2) In selling wine of its own production at retail on its prem-
ises as provided in subsection (1) of this regulation, a domestic
winery shall conduct such operation in conformity with the statutes
and regulations which apply to holders of such wine retailers® licen-
ses. The winery shall maintain records of its retail operation sepa-
rate from other winery operation records.

(3) Upon written authorization of the board, pursuant to RCW
66.04.011, wine of a domestic winery"s own production and/or liquor
products other than wine of a licensee®s own production may be con-
sumed in designated parks and picnic areas adjacent to and held by the
same ownership as the domestic winery.

(4) A domestic winery or a lessee of a licensed domestic winery
operating a spirit, beer and wine restaurant, licensed pursuant to RCW
66.28.295, shall conduct such operation in conformity with the stat-
utes and regulations which apply to holders of such spirit, beer and
wine restaurant licenses.

(5) A domestic winery may serve its own wine and wine not of its
own production without charge on the winery premises as authorized by
RCW 66.28.295.

(6) No retail license or fee is required for the holder of a do-
mestic winery license to serve wine without charge on the winery prem-
ises as set forth iIn subsection (5) of this regulation. Before exer-
cising this privilege, however, such winery shall obtain approval of
the proposed service area and facilities. Such winery shall maintain a
separate record of all wine so served.

(7) A domestic winery may sell for off-premises consumption wine
of its own production in kegs or sanitary containers brought to the
premises by the purchaser or furnished by the licensee. Containers
must be Ffilled at the tap at the time of sale.

(8) A winery is required to obtain the appropriate retail license
to sell beer, wine, or spirits on the winery premises that is not of
its own production.

[ 1] 0TS-6558.1






AMENDATORY SECTION (Amending WSR 09-02-010, filed 12/29/08, effective
1/29/09)

WAC 314-24-161 Domestic winery—Additional locations for retail
sales only. A licensee holding a domestic winery license under RCW
66.24.170 may apply for two additional location licenses.

(1) Wine-related retail activities allowed at an additional loca-
tion include:

(a) Serving of samples provided with or without charge to custom-
ers (must be wine of the winery®"s own production). Samples are subject
to taxes under WAC 314-19-015 (4)(b);

(b) Selling wine of the winery"s own production for either on-
premises or off-premises consumption; ((and))

(c) Selling for off-premises consumption wine of its own produc-
tion iIn kegs or sanitary containers brought to the premises by the
purchaser or furnished by the licensee. Containers must be filled at
the tap at the time of sale; and

(d) Renting space for public and private events, such as catered
events (subject to all of the provisions of this section, to Title 66
RCW covering the "tied house"™ restrictions, and to RCW 66.24.320 and
66.24.420).

(2) A licensee may request approval for an outside designated
area. For the purpose of this section, an "outside designated area"
means a specific area located on an outside track of land where alco-
hol consumption is allowed.

(a) An outside designated area must have prior written approval
from the board®"s licensing division.

(b) The outside designated area shall be marked as such, and
shall be enclosed in accordance with WAC 314-02-130(1).-

(c) The outside designated area shall be on the licensed prem-
ises.

(3) Anyone involved in the selling or serving of wine, including
the pouring of samples, at an additional location for on-premises con-
sumption must obtain a Class 12 or Class 13 alcohol server permit.

(4) A winery holding a beer and wine restaurant license under RCW
66.24.170 may carry the same privileges to the additional locations
under the following conditions:

(a) The licensee must apply for a new beer and wine restaurant
license with fees for the additional location:

(i) If a location is shared with multiple wineries not of the
same entity, violations will be addressed per the requirements of RCW
66.24.170(4).

(i1) Where the location is shared with multiple wineries, the ap-
plicant will include in their application a list of other license
holders at that location as well as a sketch i1llustrating the location
of each licensee.

(b) The licensee must abide by all laws and rules of the retail
license; and

(c) No free samples are allowed on the retail portion of the

premises.
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AMENDATORY SECTION (Amending WSR 09-02-009, filed 12/29/08, effective
1/29/09)

WAC 314-20-017 Brewery and microbrewery retail liquor licenses—
Selling kegs and containers. A brewery or microbrewery licensed under
RCW 66.24.240 or 66.24.244 may hold up to two retail liquor licenses
to operate a spirits, beer, and wine restaurant, a tavern, a beer
and/or wine restaurant, or any combination thereof.

(1) Definitions.

(a) For the purposes of this section, a "container™ is a sealable
receptacle, such as a carton, jug, growler or keg, and has no minimum
holding requirement. A "keg" i1s a container holding four gallons or
more.

(b) "Malt liquor™ is a specific type of "beer” (as explained iIn
RCW 66.04.010).

(c) "Beer"™ includes malt liquor and flavored malt beverages (as
explained 1n RCW 66.04.010).

(2) Applicable to retail licenses for spirits, beer, and wine
restaurants, beer and/or wine restaurants, and taverns.

(a) A retail license i1s separate from a brewery or microbrewery
license.

(b) All containers of beer must be sold from the retail premises.

(c) A retail location may be located on or off the brewery or mi-
crobrewery premises.

(3) A Dbrewery-operated or microbrewery-operated spirits, beer,
and wine restaurant may sell containers of beer of iIts own production
and cider as defined in RCW 66.24.210(6) without a kegs-to-go endorse-
ment provided that i1t sells this beer and cider for off-premises con-
sumption only. A brewery or microbrewery may supply the container or
use a container brought to the premises by a customer, and filled at
the tap at the time of sale.

(4) A Dbrewery-operated or microbrewery-operated spirits, beer,
and wine restaurant may sell kegs of malt liquor of another brewery-s
or microbrewery®s production provided that it:

(a) Sells this malt liquor for off-premises consumption only;

(b) Has a kegs-to-go endorsement; and

(c) Supplies the kegs.

(5) A tavern or beer and/or wine restaurant that is operated by a
brewery or microbrewery and has an off-premises beer and wine retail-
er®s privilege may:

(a) Sell kegs of malt liquor for either on-premises or off-prem-
ises consumption. The malt liquor may be of the licensee®"s own produc-
tion or the production of another brewery or microbrewery; ((and))

(b) Sell containers of beer for either on-premises or off-prem-
ises consumption provided that the customer supplies the container.
The beer may be of the licensee"s own production or the production of
another brewery or microbrewery; and

(c) Sell containers of cider as defined in RCW 66.24.210(6) for
off-premises consumption iIn a sanitary container brought to the prem-
ises by the customer or provided by the licensee and filled at the tap
at the time of sale, provided the licensee has a license to sell wine.
The licensee must comply with federal requlations.
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AMENDATORY SECTION (Amending WSR 13-06-024, filed 2/27/13, effective
3/30/13)

WAC 314-02-015 What is a spirits, beer, and wine restaurant li-
cense? (1) Per RCW 66.24.400, this license allows a restaurant to:

(a) Serve spirits by the individual glass for on-premises con-
sumption;

(b) Serve beer by the bottle or can or by tap for on-premises
consumption;

(c) Serve wine for on-premises consumption;

(d) Allow patrons to remove recorked wine from the licensed prem-
ises;

(e) Sell wine by the bottle for off-premises consumption with the
appropriate endorsement; and

(F) Sell kegs of malt liquor with the appropriate endorsement.
This endorsement also allows the sale of beer or cider as defined 1in
RCW 66.24.210(6) to a purchaser in a sanitary container brought to the
premises by the purchaser or furnished by the licensee and filled at
the tap by the retailer at the time of sale.

(2) To obtain and maintain a spirits, beer, and wine restaurant
license, the restaurant must be open to the public at least five hours
a day during the hours of 8:00 a.m. and 11:00 p.m., three days a week.

(3) All applicants for a spirits, beer, and wine license must es-
tablish, to the satisfaction of the board, that the premises will op-
erate as a bona fide restaurant. The term "bona fide restaurant is
defined in RCW 66.24.410(2).

AMENDATORY SECTION (Amending WSR 11-23-045, filed 11/9/11, effective
12/10/11)

WAC 314-02-041 What is a hotel license? (1) Per RCW 66.24.590,
this license allows a hotel to:

(a) Serve spirits by the individual serving for consumption on
the licensed premises;

(b) Serve beer, including strong beer, and wine for consumption
on the licensed premises;

(c) Sell at retail, from locked honor bars, in individual units,
spirits not to exceed fifty milliliters, beer in individual units not
to exceed twelve ounces, and wine in individual bottles not to exceed
three hundred eighty-five milliliters, to registered guests of the ho-
tel for consumption in guest rooms;

(d) Provide, without additional charge, to overnight guests, spi-
rits, beer, and wine by the individual serving for consumption on the
licensed premises at a specified regular date, time, and place. Self-
service by guests is prohibited;

(e) Sell beer, iIncluding strong beer, wine, or spirits, in the
manufacturer®s sealed container or by the individual drink to guests
through room service, or through service to occupants of private resi-
dential units which are part of the buildings or complex of buildings,
that include the hotel;

(F) Sell beer, including strong beer, and wine, in the manufac-
turer®s sealed container at retail sales locations within the hotel
premises;
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(g) Place in guest rooms at check-in, complimentary beer, includ-
ing strong beer, or wine in a manufacturer"s sealed container; and

(h) Sell beer and cider as defined iIn RCW 66.24.210(6) to a pur-
chaser iIn a sanitary container brought to the premises by the purchas-
er or furnished by the licensee and filled at the tap in the restau-
rant area by the licensee at the time of sale.

(2) The annual fee for a hotel license is two thousand dollars.

AMENDATORY SECTION (Amending WSR 13-06-024, filed 2/27/13, effective
3/30/13)

WAC 314-02-045 What is a beer and/or wine restaurant license?
(1) Per RCW 66.24.320 and 66.24.354, this license allows a restaurant
to:

Privilege Annual fee

(a) Serve beer by the bottle or can $200
or by tap for on-premises
consumption.

(b) Serve wine for on-premises $200
consumption (see RCW 66.24.320
regarding patrons removing

recorked wine from the premises).

(c) Sell beer and/or wine in the $120
original, unopened containers for
off-premises consumption.

(d) Sell tap beer for off-premises In conjunction

consumption in a sanitary container
holding less than four gallons of
beer, and brought to the premises
by the purchaser.

with off-premises
privilege outlined
in ((stbseetion))
(c) of this
subsection.

(e) Sell cider as defined in RCW

In conjunction

66.24.210(6) for off-premises
consumption to a purchaser in a

with off-premises
privilege outlined

sanitary container brought to the

in (c) of this

premises by the purchaser or
provided by the licensee and filled
at the tap in the restaurant at the
time of purchase. The licensee must
comply with federal requlations.

subsection.

(f) Sell beer in kegs or other
containers holding at least four
gallons of beer (see WAC
314-02-115 regarding the
requirements for registering kegs).

In conjunction
with off-premises
privilege outlined
in ((subseetion))
(c) of this
subsection.

(2) All applicants for a beer and/or wine restaurant license must
establish, to the satisfaction of the board, that the premises will
operate as a bona fide restaurant, as defined in RCW 66.04.010(30).

(a) Minimum food service 1s required, as defined 1iIn WAC
314-02-010.

(b) To obtain and maintain a beer and/or wine restaurant license,
the restaurant must be open to the public at least five hours a day,
three days a week.
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(3) If a beer and/or wine restaurant®s dedicated dining area com-
prises less than fifteen percent of the total customer service area,
the premises must maintain a tavern license (see WAC 314-02-070 re-
garding the tavern license).

AMENDATORY SECTION (Amending WSR 11-23-045, filed 11/9/11, effective
12/10/11)

WAC 314-02-070 What is a tavern license? (1) Per RCW 66.24.330
and 66.24.354, this license allows a tavern to:

Privilege Annual fee

(a) Serve beer by the bottle or can or by | $200
tap for on-premises consumption.

(b) Serve wine for on-premises $200
consumption.
(c) Sell beer and/or wine in the $120

original, unopened containers for off-
premises consumption.

(d) Sell tap beer for off-premises In conjunction

consumption in a sanitary container with off-

holding less than four gallons of beer, premises

and brought to the premises by the privilege

purchaser. outlined in
((subsection))
(c) of this
subsection.

(e) Sell cider as defined in RCW In conjunction

66.24.210(6) for off-premises with off-

consumption to a purchaser in a premises

sanitary container brought to the privilege

premises by the purchaser or provided outlined in (c)
by the licensee and filled at the tap in of this

the tavern at the time of purchase. The subsection.
licensee must comply with federal

regulations.

(f) Sell beer in kegs or other containers | In conjunction

holding at least four gallons of beer with off-

(see WAC 314-02-110 regarding the premises

requirements for registering kegs). privilege
outlined in
((subsection))
(c) of this
subsection.

(2) A tavern licensee may not allow persons under twenty-one
years of age on the premises at any time (see RCW 66.44.316 for infor-
mation regarding employees and professional musicians under twenty-one
years of age).

AMENDATORY SECTION (Amending WSR 13-08-002, filed 3/20/13, effective
4/20/13)

WAC 314-02-105 What is a beer and/or wine specialty store li-
cense? (1) Per RCW 66.24.371, a beer and/or wine specialty store li-
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cense allows a licensee to sell beer and/or wine for off-premises con-

sumption.
(2) The annual fee for this license is one hundred dollars.
(3) Qualifications for license - To obtain and maintain a beer

and/or wine specialty store license, the premises must be stocked with
an inventory of beer and/or wine iIn excess of three thousand dollars
wholesale value. This iInventory must be:

(a) Stocked within the confines of the licensed premises; and

(b) Maintained on the premises at all times the premises is li-
censed, with the exception of beginning and closing inventory for sea-
sonal operations or when the iInventory is being sold out immediately
prior to discontinuing or selling the business.

(4) Qualifications to sample - A beer and/or wine specialty store
licensee may allow customers to sample beer and wine for the purpose
of sales promotion, if the primary business is the sale of beer and/or
wine at retail, and the licensee meets the requirements outlined iIn
either (@) or (b) of this subsection:

(a) A licensee"s gross retail sales of alcohol exceeds fifty per-
cent of all annual gross sales for the entire business; or

(b) The licensed premises is a beer and/or wine specialty store
that conducts bona fide cooking classes for the purpose of pairing
beer and/or wine with food, under the following conditions:

(i) The licensee must establish to the satisfaction of the board
that the classes are bona fide cooking courses. The licensee must
charge participants a fee for the course(s).

(i1) The sampling must be limited to a clearly defined area of
the premises.

(iiti1) The licensee must receive prior approval from the board®s
licensing and regulation division before conducting sampling with
cooking classes.

(iv) Once approved for sampling, the licensee must provide the
board®*s enforcement and education division a list of all scheduled
cooking classes during which beer and/or wine samples will be served.
The licensee must notify the board"s enforcement and education divi-
sion at least forty-eight hours in advance if classes are added.

(5) Licensees who qualify for sampling under subsection (4) of
this section may sample under the following conditions:

(a) Employees conducting sampling must hold a class 12 alcohol
server permit;

(b) No more than a total of ten ounces of alcohol may be provided
to a customer during any one visit to the premises;

(c) Each sample must be two ounces or less.

(6) A beer and/or wine specialty store licensee may sell beer in
kegs or other containers holding at least four gallons of beer. See
WAC 314-02-115 regarding keg registration requirements.

(7) A beer and/or wine specialty store licensee may receive an
endorsement to permit the sale of beer and cider as defined in RCW
66.24.210(6) to a purchaser in a sanitary container brought to the
premises by the purchaser, or provided by the licensee or manufactur-
er, and filled at the tap by the licensee at the time of sale under
the following conditions:

(a) The beer and/or wine specialty store sales of alcohol must
exceed fifty percent of their total sales; ((e¥))

(b) The board may waive the TFfifty percent beer and/or wine sale
criteria if the beer and/or wine specialty store maintains a wholesale
alcohol iInventory that exceeds fifteen thousand dollars.
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Second Amendment to Memorandum of Agreement with The Squaxin Island Tribe to add a service
location at:

Steamboat Trading Post
6610 Sexton Rd NW
Olympia WA 98502

The Tribe has met the Terms of Agreement to add a new alcohol service location per Section IV, B, 2.

Licensing recommends approval of this request; please indicate your agreement by signing below.

This MOA Amendment is hereby made this day of ,2014.
Sharon Foster, Board Chair David Lopeman, Chairman
Washington State Liquor Control Board Squaxin Island Tribe

Ruthann Kurose, Board Member
Washington State Liquor Control Board

Chris Marr, Board Member
Washington State Liquor Control Board

Rick Garza, Agency Director
Washington State Liquor Control Board

This page to be inserted into the MOA Agreement between the WSLCB and the Squaxin Island Tribe
dated May 8, 2013.
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Washington State Liquor Control Board
Issue Paper
SQUAXIN ISLAND TRIBE MEMORANDUM OF

AGREEMENT (MOA) AMENDMENT

Date: July 30, 2014

Presented by:  Sharon A. Hendricks, Compliance & Policy Manager
Licensing & Regulation Division

Description of the Issue

There is a current MOA in effect between the Liquor Control Board and the

Squaxin Island Tribe (the tribe). This MOA covers all liquor service locations on

designated tribal land. Based on a provision in the current MOA the tribe has

requested an amendment to include a new service location. The tribe has
completed all the necessary steps to gain approval for this amendment.

The new service location address is: 6610 Sexton Rd NW, Olympia.

Why is Board approval necessary?
The MOA requires approval by the Board of any amendments to this agreement.

I will be presenting this request at the Board meeting and requesting Board and
Agency Director signatures indicating approval of the amendment.
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STATE OF WASHINGTON

WASHINGTON TRAFFIC SAFETY COMMISSION

621 8" Avenue SE, Suite 409, PO Box 40944, Olympia, Washington 98504-0944 (360) 753-6197

June 20, 2014

Ms. Kim Sauer

MAST/RVP Program Manger
Washington State Liquor Control Board
3000 Pacific Ave SE

Olympia, WA 98501

Dear Ms. Sauer:

Funding for your proposal, Alcohol Seller E-Learning Program, has been approved in the
amount of $70,000. Funds may not be obligated until you have a contract signed and authorized
by appropriate authorities representing both the Washington Traffic Safety Commission (WTSC)
and your organization.

Edica Esqueda is the Program Manager assigned to your grant. You will be contacted in the
coming months to negotiate the contract for your grant. However, if you have questions, please
contact Edica Esqueda at eesqueda@wtsc.wa.gov or (360)725-9878. The Federal Project
Number for this grant is: MX615-05.

Your project was among those selected by both WTSC staff and an advisory committee of state
and local stakeholders. The funding package developed by staff and the advisory committee was
formally adopted by the Commission at its quarterly meeting on April 17, 2014.

Thank you for putting your talents and passions to work to eliminate traffic deaths and serious
injuries. We look forward to partnering with you in our work to achieve the Target Zero® vision.

Darrin T. Grondel
Director Ju. 01 2014
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